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SOCIAL  SECURITY  BOARD  OF  TRUSTEES' 
RECOMMENDATION  TO  REALLOCATE  A 
PORTION  OF  THE  SOCIAL  SECURITY  PAY- 
ROLL TAX  TO  THE  DISABILITY  INSURANCE 
TRUST  FUND 


THURSDAY,  APRIL  22,  1993 

House  of  Representatives, 
Committee  on  Ways  and  Means, 
Subcommittee  on  Social  Security, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  notice,  at  1:15  p.m.,  in  room 
B-318,   Raybum   House   Office   Building,   Hon.   Andy  Jacobs,   Jr. 
(chairman  of  the  subcommittee)  presiding. 

[The  press  release  announcing  the  hearing  and  background  mate- 
rial on  the  hearing  follow:] 


(1) 


FOR  IMMEDIATE  RELEASE  PRESS  RELEASE  #3 

MONDAY,  APRIL  12,  1993         SUBCOMMITTEE  ON  SOCIAL  SECURITY 

COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LONGWORTH  HOUSE  OFFICE  BLD6. 
WASHINGTON,  D.C.   20515 
TELEPHONE:  (202)  225-9263 

THE  HONORABLE  ANDY  JACOBS,  JR.  (D. ,  IND.),  CHAIRMAN, 

SUBCOMMITTEE  ON  SOCIAL  SECURITY, 

COMMITTEE  ON  WAYS  AND  MEANS,  U.S.  HOUSE  OF  REPRESENTATIVES, 

ANNOUNCES  A  HEARING  ON 

SOCIAL  SECURITY  BOARD  OF  TRUSTEES'  RECOMMENDATION 

TO  REALLOCATE  A  PORTION 

OF  THE  SOCIAL  SECURITY  PAYROLL  TAX  TO  THE 

DISABILITY  INSURANCE  TRUST  FUND 


The  Honorable  Andy  Jacobs,  Jr.  (D.,  Ind.),  Subcommittee 
on  Social  Security,  Committee  on  Ways  and  Means,  U.S.  House  of 
Representatives,  announced  today  that  the  Subcommittee  will  hold 
a  hearing  on  the  recent  recommendation  by  the  Board  of  Trustees 
of  the  Federal  Old-Age  and  Survivors  Insurance  and  Disability 
Insurance  (OASDI)  Trust  Funds  to  reallocate  a  small  additional 
portion  of  the  Social  Security  payroll  tax  to  the  Disability 
Insurance  (DI)  Trust  Fund.   The  hearing  will  be  held  on 
Thursday,  April  22,  1993,  in  room  B-318  Rayburn  House  Office 
Building,  beginning  at  1:00  p.m.   Testimony  will  be  received 
from  invited  witnesses  only. 

BACKGROUND; 

In  its  1993  report  to  Congress,  the  Board  of  Trustees 
determined  that,  under  its  intermediate  economic  assumptions, 
the  reserves  of  the  DI  Trust  Fund  will  be  depleted  during  1995. 
To  address  the  immediate  financial  shortfall  facing  the  fund, 
the  Board  recommended  that  a  small  portion  of  the  OASI  tax  be 
reallocated  to  it.   Specifically,  the  Board  called  for  a 
reallocation  of  0.275  percent  of  the  employer  and  employee 
Social  Security  payroll  tax  rate,  each,  from  the  OASI  Trust 
Fund  to  the  DI  fund,  ef f ective • for  1993  and  future  years. 
This  proposal  would  increase  the  DI  tax  rate  from  0.6  to 
0.87  5  percent  for  employers  and  employees,  each,  and  reduce  the 
OASI  tax  rate  from  5.6  to  5.325  percent.   The  total  OASDI  rate 
of  6.2  percent  would  remain  unchanged  under  the  proposal,  as 
would  the  1.45  percent  tax  allocated  to  the  Medicare  Hospital 
Insurance  Trust  Fund. 

The  Board  also  reported  that,  in  response  to  its  earlier 
recommendation,  the  Department  of  Health  and  Human  Services 
(HHS)  has  undertaken  a  significant  research  effort  to  establish 
the  causes  of  the  projected  DI  shortfall  and  to  determine 
whether  it  is  a  temporary  or  longer-term  phenomenon. 

The  Board  stated  that  the  reallocation  it  proposes  would 
enable  the  DI  Trust  Fund  to  meet  its  short-range  test  of 
financial  solvency  with  a  small  margin  of  safety.   This 
reallocation  would  also  maintain  the  short-range  financing  of 
the  OASI  Trust  Fund  but  would  have  a  modest  adverse  impact  on 
the  long-range  financial  position  of  that  fund. 

FOCUS  OF  THE  HEARING; 

The  Subcommittee  will  examine  the  Board's  reallocation 
proposal,  focusing  on  the  economic  and  demographic  assumptions 
that  underlie  it;  the  impact  of  reallocation  on  the  DI  and  OASI 
Trust  Funds;  the  Board's  call  for  additional  research  into  the 
causes  of  the  DI  financial  shortfall;  and  the  Board's  assessment 
of  the  need  for  prompt  action  by  Congress  on  its  request. 

(OVER) 


DETAILS  FOR  BPBMISBION  OF  WRITTEN  COMMENTS! 

Any  persons  or  organizations  wishing  to  submit  a  written 
statement  for  the  printed  record  of  the  hearing  should  submit 
at  least  six  (6)  copies  of  their  statement  by  the  close  of 
business,  Thursday,  May  6,  1993,  to  Janice  Mays,  Chief  Counsel, 
Committee  on  Ways  and  Means,  U.S.  House  of  Representatives,  1102 
Longworth  House  Office  Building,  Washington,  D.C.   20515.   If 
those  filing  a  written  statement  wish  to  have  their  statements 
distributed  to  the  press  and  interested  public  at  the  hearing, 
they  may  deliver  100  additional  copies  for  this  purpose  to  the 
Subcommittee,  room  B-316  Rayburn  House  Office  Building,  on  the 
day  of  the  hearing. 

FORMATTING  REQUIREMENTS; 

Each  statement  presented  for  printing  to  the  Connnnittee  by  a  witness,  any  written  statement  or 
exhibit  submitted  for  the  printed  record  or  any  written  comments  in  response  to  a  request  for  written 
comments  must  conform  to  the  (uidelines  listed  below.    Any  statement  or  exhibit  not  in  compliance 
with  these  guidelines  will  not  be  printed,  but  will  be  maintained  in  the  Committee  flies  for  review  and 
use  by  the  Committee. 

1.  All  statements  and  any  accompanying  exhibits  for  printing  must  be  typed  in  single 
space  on  legal-size  paper  and  may  not  exceed  a  total  of  10  pages. 

2.  Copies  of  whole  documents  submitted  as  exhibit  material  «rill  not  be  accepted  for 
printing.    Instead,  exhibit  material  should  be  referenced  and  quoted  or  paraphrased 
All  exhibit  material  not  meeting  these  specifications  will  be  maintained  in  the 
Committee  files  for  review  and  use  by  the  Committee. 

3.  Statements  must  contain  the  nanne  and  capacity  in  which  the  witness  will  appear  or, 
for  written  comments,  the  name  and  capacity  of  the  person  submitting  the  statement, 
as  well  as  any  clients  or  persons,  or  any  organization  for  whom  the  witness  appears  or 
for  whom  the  statement  is  submitted. 

4.  A  supplemental  sheet  must  accompany  each  statement  listing  the  name,  full  address,  a 
telephone  number  where  the  witness  or  the  designated  representative  may  be  reached 
and  a  topical  outline  or  summary  of  the  comments  and  recommendations  in  the  full 
statement.    This  supplemental  sheet  will  not  be  included  in  the  printed  record. 

The  above  restrictions  and  limitations  apply  only  to  material  being  submitted  for  printing. 
Statements  and  exhibits  or  supplementary  material  submitted  solely  for  distribution  to  the  Members, 
the  press  and  the  public  during  the  course  of  a  public  hearing  may  be  submitted  in  other  forms. 


REFINANCING  SOCIAL  SECURITY  DISABILITY  INSURANCE: 

An  Examination  of  the  Financial  Shortrall 
Facing  the  Disability  Insurance  Trust  Fund 

The  Social  Security  Board  of  Trustees  estimates  that,  under  intermediate  economic 
assumptions,  the  Disability  Insurance  (DI)  Trust  Fund  will  be  exhausted  during  1995.  To  prevent 
this  from  occurring,  the  Trustees  recommend  reallocating  a  small  additional  portion  of  the  Social 
Security  payroll  tax  from  the  Old-Age  and  Survivors  Insurance  (OASI)  Trust  Fund  to  the  DI 
Trust  Fund.  Specifically,  the  Board  called  for  0.275  percent  of  the  employer  and  employee 
payroll  tax  rate,  each,  to  be  reallocated  from  the  OASI  Trust  Fund  to  the  DI  ftind,  effective  for 
1993  and  ftiture  years    This  change  would  increase  the  DI  tax  rate  from  0.6  percent  to  0.875 
percent  for  employers  and  employees,  each,  and  reduce  the  OASI  rate  from  5.6  to  5.325  percent. 
The  causes  of  the  financial  shortfall  that  this  reallocation  would  address  have  been  examined  by 
the  Congressional  Research  Service,  the  General  Accounting  Office,  and  the  Trustees  themselves 
in  a  separate  report  (the  Section  709  report).  The  following  paragraphs  draw  from  these  studies 
in  summarizing  what  is  presently  known  about  the  causes  of  the  DI  program  shortfall. 

1.         Worse-than-expected  economic  performance  since  1989  appears  to  be  a  sienificant 
cause  of  DI  program  growth.  The  weak  performance  of  the  economy  in  recent  years 
has  affected  the  DI  Trust  Fund  in  two  related  ways.  First,  high  unemployment  appears  to 
have  displaced  marginally  employed  disabled  workers,  some  of  whom  have  applied  for, 
and  received,  DI  benefits    Second,  the  weak  economy  has  produced  falling  real  wages, 
making  DI  benefits  more  attractive  to  disabled  individuals  in  the  workforce.  Faced  with 
declining  incomes,  some  of  these  disabled  individuals  may  have  chosen  to  join  the  DI 
benefit  rolls    The  close  relationship  between  unemployment  and  DI  applications  in  recent 
years  is  illustrated  below: 

Unemployment  and  DI  Application  Rate 

Applications  per  1.000  Insured  Workers 
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The  critical  role  of  the  economy  in  driving  DI  costs  is  also  suggested  by  the 
Trustees'  finding  that  a  major  component  (as  much  as  80  percent)  of  recent  program 
growth  is  due  to  increased  applications,  while  the  remainder  of  the  increase  (about  20 
percent)  is  due  to  a  small  rise  in  the  rate  at  which  DI  applications  are  approved 

To  the  extent  that  weak  economic  performance  is  contributing  to  an  increase  in  DI 
applications,  a  stronger  economy  can  be  expected  to  curb  program  expenditures. 

The  last  reallocation  of  taxes  between  the  OASI  and  DI  Trust  Funds  strengthened 
the  OASI  program  by  sharply  reducing  future  DI  program  revenues.  Tax  rates  for 
the  DI  program  were  last  set  in  the  Social  Security  Amendments  of  1983,  at  a  time  when 
disability  incidence  rates  (annual  benefit  awards  per  1,000  workers)  were  at  an  all-time 
low  and  the  OASI  program  needed  additional  revenue.  While  the  1983  tax  reallocation 
from  DI  to  OASI  anticipated  a  modest  increase  in  DI  incidence  rates,  it  also  assumed  that 
these  rates  would  remain  well  below  historical  levels    The  following  graph  compares 
these  assumptions  with  actual  program  experience    It  shows  that,  while  DI  incidence  rates 
exceed  the  conservative  assumptions  made  in  1983,  they  still  fall  far  short  of  the  rates 
experienced  in  the  mid-1970s.  In  short,  recent  years  have  witnessed  a  return  to  historical 
incidence  rates. 


DI  Awards  per  1,000  Insured  Workers 

Disability  Incidence  Rate 
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Source:  Congressional  Research  Service  data  from  SSA 


The  large  increase  in  awards  in  1992  (to  5  3  per  1,000  insured  workers)  is  partially 
attributable  to  SSA's  short-term  measures  for  dealing  with  increased  DI  applications. 
These  measures  accelerated  decisions  where  awards  were  expected,  creating  a  one-time 
increase  in  awards. 

None  of  the  three  studies  conducted  to  date  found  that  the  DI  program  is  "out  of 
control".  A  few  critics  of  the  DI  program  have  interpreted  recent  growth  as  a  danger 
signal,  suggesting  that  the  program  may  need  to  be  restructured  to  contain  its  costs. 
While  Congress  may  wish  to  consider  restructuring  the  DI  program  at  some  point  in  the 
future,  none  of  the  studies  conducted  to  date  conclude  that  recent  growth  is  a  cause  for 
immediate  action    As  the  preceding  graph  illustrates,  this  growth  is  in  keeping  with 
historical  standards,  representing  a  limited  rebound  after  a  period  of  sharp  cost 
curtailment. 

Additional  administrative  funds  to  carry  out  mandated  Continuing  Disability 
Reviews  (CDRs)  could  reduce  DI  program  expenditures    SSA  is  presently  required  by 
statute  to  review  periodically  the  eligibility  of  all  DI  beneficiaries    To  fulfill  this  mandate, 
the  agency  estimates  that  it  must  conduct  between  300,000  and  500,000  Continuing 
Disability  Reviews  (CDRs)  per  year.  CDRs  have  fallen  sharply  below  these  levels  in 
recent  years,  due  to  a  combination  of  staffing  shortages  and  the  need  to  process  increased 
numbers  of  initial  DI  applications    Between  1987  and  1992,  annual  CDRs  declined  from 
164,000  to  46,000.  As  a  result,  SSA's  Office  of  the  Actuary  has  estimated  that  the  Social 
Security  Trust  Funds  will  lose  $14  billion  by  the  end  of  1997  through  unnecessary 
payments  to  beneficiaries  who  have  recovered  from  their  disabilities 

While  this  revenue  loss  is  significant,  the  failure  to  perform  CDRs  alone  is 
responsible  for  only  a  small  part  of  the  DI  financial  shortfall    Specifically,  the  $1.4  billion 
in  lost  revenue  is  less  than  two  percent  of  the  additional  $65  billion  needed  to  make  the  DI 
Trust  Fund  meet  the  Trustees's  short-range  test  of  financial  solvency  through  1997. 

Curtailing  these  unnecessary  DI  payments  will  require  providing  SSA  with 
additional  resources  to  perform  CDRs,  without  reducing  resources  available  to  process 
initial  DI  applications. 

Major  uncertainties  must  be  resolved  to  determine  whether  the  DI  program  needs  to 
be  restructured  and,  if  so,  how.  All  three  existing  analyses  of  recent  DI  program  growth 
discuss  a  wide  range  of  possible  causes  for  this  phenomenon.  This  discussion  is 
speculative,  however,  and  some  of  the  causes  are  ovedapping  and  contradictory.  In 
addition  to  poor  economic  conditions  and  SSA's  failure  to  perform  mandated  CDRs,  the 
list  includes: 


the  aging  of  the  insured  workforce,  coupled  with  an  increase  in  awards  to 

younger  workers, 

court  cases  by  claimants, 

economic  work  disincentives  for  DI  beneficiaries, 

incremental  legislative,  administrative,  and  judicial  changes  in  eligibility  criteria, 

SSI  outreach  activities  by  the  Social  Security  Administration, 

increased  legal  representation  of  DI  applicants,  and 

public  perception  of  decreased  difficulty  in  qualifying  for  DI  benefits. 

Here  existing  analysis  stops,  however.  No  study  to  date  has  succeeded  in 
quantifying  the  role  of  any  of  these  factors,  nor  has  any  study  established  their  relative 
importance  as  causes.  Without  an  understanding  of  causes,  legislative  changes  aimed  at 
curtailing  DI  costs  would  be  hit  or  miss,  nor  is  it  even  possible  to  determine  whether  such 
changes  are  desirable. 

Given  these  uncertainties,  the  reallocation  recommended  by  the  Trustees  not  only 
secures  the  funding  necessary  to  keep  the  DI  program  solvent  in  the  short  run,  it  also 
provides  two  critical  opportunities.  First,  it  provides  time  for  a  more  detailed  study  of  the 
DI  program  -  one  aimed  at  identifying  with  a  higher  level  of  certainty  the  underlying 
causes  of  its  recent  growth.  Second,  and  perhaps  even  more  importantly,  the  proposed 
reallocation  would  provide  additional  DI  program  experience  to  analyze    Is  increased 
growth  a  temporary  or  longer-term  phenomenon''  What  role  will  a  stronger  economy  play 
in  altering  this  pattern''  Answers  to  these  critical  questions  can  be  obtained  only  through 
the  additional  time  and  experience  that  can  be  gained  through  small  reallocation  of  the 
Social  Security  tax. 


Prepared  by  the  Staff 

of  the  Subcommittee  on 

Social  Security 
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Chairman  Jacobs.  The  subcommittee  will  be  in  order. 

I  apologize  for  the  delay  in  my  arrival,  but  as  was  said  by  Mr. 
Idi  Amin,  upon  his  arrival  in  Saudi  Arabia,  realizing  his  govern- 
ment had  been  overthrown  and  there  was  a  price  on  his  head,  I  am 
very  glad  to  be  here.  We  will  begin  the  hearing  now,  and  I  assume 
that  Mr.  Enoff  is  first. 

Mr.  BUNNING.  Mr.  Chairman,  I  would  like  to  enter  my  opening 
statement  in  the  record. 

Chairman  Jacobs.  Without  objection,  so  ordered. 

[The  opening  statement  of  Mr.  Dunning  follows:] 


OPENING  STATEMENT 

THE  HONORABLE  JIM  BUNNING 

SOCIAL  SECURITY  SUBCOMMITTEE  HEARING 

APRIL  22,  1993 

MR,  CHAIRMAN,  I  APPRECIATE  THE  NECESSITY  OF  THIS 
HEARING.   WE  OBVIOUSLY  MUST  ACT  PROMPTLY  TO  KEEP  THE 
DISABILITY  TRUST  FUND  SOLVENT. 

AS  FAR  AS  I  AM  CONCERNED,  THE  TRUSTEES'  RECOMMENDATION 
TO  REALLOCATE  THE  SOCIAL  SECURITY  PAYROLL  TAX  IS  REASONABLE 
AND  RESPONSIBLE.   BUT  I  DO  WELCOME  THE  OPPORTUNITY  TO  HEAR 
MORE  ABOUT  IT. 

AT  THE  SAME  TIME  I  DO  THINK  IT  IS  IMPORTANT  FOR  US  TO 
DO  MORE  THAN  JUST  SHUFFLE  AROUND  THE  ALLOCATIONS  TO  KEEP 
THE  TRUST  FUNDS  GOING.   RIGHT  NOW,  WE  HAVE  THE  LUXURY  OF  A 
SURPLUS  OF  FUNDS  IN  THE  OASI  TRUST  FUND  SO  THAT  WE  CAN 
SHIFT  MONEY  TO  THE  DISABILITY  FUND. 

WE  WON'T  ALWAYS  HAVE  THAT  LUXURY. 

SO,  IT  IS  IMPORTANT  FOR  US  TO  DO  MORE  THAN  JUST  SLAP 
ON  A  QUICK- FIX  BAND- AID  AND  THINK  THAT  EVERYTHING  IS  TAKEN 
CARE  OF. 

WE  DO  HAVE  TO  FOLLOW  THROUGH  WITH  THE  BOARD'S  REQUEST 
FOR  A  THOROUGH  STUDY  OF  THE  REASONS  FOR  THIS  SHORTFALL  IN 
THE  DISABILITY  TRUST  FUND.   ARE  THERE  CHANGES  THAT  CAUSED 
IT  TEMPORARILY  OR  IS  IT  SOMETHING  THAT  IS  PERMANENT  AND 
ONGOING.   WE  NEED  TO  KNOW  THE  ANSWERS --- WHY  THIS  SHORTFALL 
IS  HAPPENING  AND  HOW  WILL  IT  AFFECT  THE  FUTURE  SOLVENCY  OF 
THE  PROGRAM. 

WE  ALSO  NEED  TO  REMEMBER  THAT  SHIFTING  THE  FUNDS 
AROUND  IS  NO  SUBSTITUTE  FOR  RESPONSIBLE  MANAGEMENT  OF  THE 
PROGRAM. 

AS  WE  DISCUSSED  SEVERAL  WEEKS  AGO,  WE  ARE  LOSING 
HUNDREDS  OF  MILLIONS  OF  DOLLARS  EVERY  YEAR  BECAUSE  OF  OUR 
FAILURE  TO  PROVIDE  TIMELY,  CONTINUING  DISABILITY  REVIEWS. 

THIS  LOSS  IS  NOT  RESPONSIBLE  FOR  THE  SHORTFALL  IN  THE 
DISABILITY  FUND---  BUT  IT  CERTAINLY  CONTRIBUTES  TO  IT  AND 
WE  HAVE  TO  DO  SOMETHING  ABOUT  IT. 

RIGHT  NOW,  WE  HAVE  ENOUGH  MONEY  IN  THE  OASI  POT  TO 
POUR  INTO  THE  DISABILITY  INSURANCE  POT.   BUT  THAT  DOES  NOT 
ABSOLVE  US  FROM  OUR  RESPONSIBILITY  TO  TRY  TO  PLUG  THE 
LEAKS. 

I  THANK  TODAY'S  WITNESSES,  ESPECIALLY  THE  PUBLIC 
TRUSTEES  FOR  HELPING  US  MEET  OUR  RESPONSIBILITIES  TO  THE 
PROGRAM. 
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STATEMENT  OF  LOUIS  D.  ENOFF,  ACTING  COMMISSIONER  OF 
SOCIAL  SECURITY,  ACCOMPANIED  BY  HARRY  C. 
BALLANTYNE,  CHIEF  ACTUARY,  SOCIAL  SECURITY  ADMINIS- 
TRATION, U.S.  DEPARTMENT  OF  HEALTH  AND  HUMAN  SERV- 
ICES 

Mr.  Enoff.  Thank  you,  Mr.  Chairman.  It  is  a  pleasure  to  be  here 
this  morning  to  discuss  the  financing  of  the  Social  Security  Disabil- 
ity Insurance  (DI)  program.  With  your  permission,  I  would  submit 
my  full  statement  for  the  record  and  summarize  briefly  for  you  this 
afternoon. 

Chairman  Jacobs.  Yes,  we  implore  you  to  do  so. 

Mr.  Enoff.  Thank  you. 

Well,  I  do  applaud  your  decision  to  give  a  public  forum  to  this 
important  issue.  And  while  the  Social  Security  Disability  Insurance 
Trust  Fund  is,  in  fact,  in  a  vulnerable  fiscal  condition  right  now, 
it  is  important  that  the  American  people  realize  that  Social  Secu- 
rity is  not  in  any  kind  of  imminent  danger  and  that  the  problems 
facing  the  DI  Trust  Fund  can  be  fixed  without  increasing  revenues. 

This  afternoon,  I  would  like  to  summarize  the  DI  Trust  Fund's 
financing  problems  and  the  administration's  recommendations  for 
addressing  them,  and  then  tell  you  about  our  efforts  to  gain  an  un- 
derstanding of  the  factors  that  are  contributing  to  the  recent 
growth  in  the  disability  program. 

As  you  know,  the  Social  Security  Board  of  Trustees,  in  its  1992 
annual  report,  said  that  the  financial  condition  of  the  DI  Trust 
Fund  had  worsened  in  1990  and  1991  and  was  expected  to  be  ex- 
hausted by  1997  under  the  intermediate  economic  and  demographic 
assumptions.  The  1993  report,  which  was  released  just  a  few  weeks 
ago  on  April  6,  told  of  further  deterioration.  Under  the  current  re- 
port's intermediate  assumptions, 'the  assets  of  the  DI  Trust  Fund 
are  estimated  to  decline  steadily  from  $12.3  billion  at  the  beginning 
of  this  year  until  they  are  exhausted  in  the  second  half  of  1995. 

The  predominant  reason  for  this  worsening  scenario  is  the  con- 
tinuing escalation  in  the  number  of  new  disability  claims  and 
awards.  Last  year's  report  estimated  that  the  number  of  new  bene- 
fit awards  in  1992  would  fall  within  the  range  of  518,000  to 
598,000.  The  actual  number  of  new  awards  was  640,000,  signifi- 
cantly greater  than  even  under  our  pessimistic  projections.  Other 
contributing  factors  included  the  continued  sluggish  performance  of 
the  economy  in  1992  and  a  decline  in  the  rate  at  which  benefits  are 
terminated  due  to  death  or  recovery  from  disability. 

Those  factors,  though,  account  for  only  a  small  percentage  of  the 
change  in  the  short-range  outlook  of  the  DI  Trust  Fund.  The  great- 
est reason  for  the  fund's  fiscal  deterioration  is  the  increase  in  new 
disability  awards. 

Before  I  discuss  how  this  situation  can  be  improved,  let  me  make 
one  very  important  point  again.  The  Social  Security  program  as  a 
whole  remains  adequately  financed  for  many  years.  On  a  combined 
basis,  the  Old-Age  and  Survivor's  Insurance  (OASI)  and  DI  Trust 
Funds  are  expected  to  receive  enough  income  to  pay  benefits  on 
time  during  the  next  40  to  45  years  at  the  current  rate.  The  1993 
trustees  report  tells  us  that  overall  program  financing  is  considered 
adequate  in  the  short  range,  even  under  adverse  conditions.  Social 
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Security  beneficiaries  can  be  confident  that  their  benefits  will  con- 
tinue to  be  paid. 

In  terms  of  public  confidence,  though,  it  is  essential  that  we 
move  quickly  to  restore  the  financial  status  of  the  DI  Trust  Fund 
so  that  the  American  people  can  know  beyond  doubt  that  their  dis- 
ability benefits  will  continue  to  be  paid  on  time. 

The  administration  is  proposing  legislation  which  would  be  retro- 
active to  the  beginning  of  this  year  to  reallocate  0.275  percent  of 
the  Social  Security  tax  rate  for  employers  and  employees  from  the 
OASI  Trust  Fund  to  the  DI  Trust  Fund.  Under  this  proposal,  the 
OASI  rate  would  become  5.325  percent  and  the  DI  rate  would  be- 
come 0.875  percent  each  for  employees  and  employers.  There  is  a 
change  in  allocation  rates  now  scheduled  for  the  year  2000,  and 
under  this  proposal  that  change  would  be  eliminated. 

Under  the  proposal  that  the  administration  is  making,  we  would 
achieve  short-term  financial  adequacy  for  the  DI  Trust  Fund  with- 
out endangering  the  fiscal  health  of  the  OASI  Trust  Fund,  which 
passes  the  short-range  financial  adequacy  test  by  a  wide  margin. 
Should  this  reallocation  take  place,  the  DI  Trust  Fund  would  not 
be  exhausted  until  the  year  2020  and  the  OASI  Trust  Fund  would 
reach  its  exhaustion  point  in  the  year  2037.  That  is  7  years  sooner 
than  under  the  current  situation. 

This  reallocation  will  prevent  the  imminent  depletion  of  the  DI 
Trust  Fund  and  give  us  time  to  study  the  DI  program  and  develop 
ideas  on  how  to  improve  its  long-term  financial  status.  That  study 
is  already  underway.  The  Board  of  Trustees  recommended  that  the 
Department  of  Health  and  Human  Services  (HHS)  conduct  re- 
search to  establish  clearly  whether  the  recent  rapid  growth  in  dis- 
ability claims  and  awards  is  a  short-term  phenomenon  or  a  long- 
term  trend. 

SSA  is  conducting,  and  Secretary  Shalala  has  strongly  supported, 
research  to  help  determine  more  conclusively  the  reason  for  the 
growth  that  we've  seen  in  the  disability  rolls.  We  are  establishing 
a  data  base  of  all  new  disability  beneficiaries.  This  data  base  will 
help  us  analyze  the  factors  that  may  influence  a  person's  decision 
to  apply  for  disability  benefits. 

SSA  and  the  Assistant  Secretary  for  Planning  and  Evaluation- 
designate  in  HHS  are  evaluating  a  broad  range  of  possible  research 
projects  to  be  conducted  both  within  SSA  and  by  outside  consult- 
ants. Some  of  these  studies  may  be  completed  as  early  as  the  end 
of  this  year  and  will  give  us  greater  insight  into  current  disability 
trends  and  the  future  course  of  the  program. 

Again,  I  thank  you  for  the  opportunity  to  appear  at  this  hearing 
and  I  want  to  close  with  the  assurance  to  the  public  that,  while  the 
Disability  Trust  Fund  is  facing  short-term  fiscal  shortfalls,  the  So- 
cial Security  program  as  a  whole  is  adequately  financed  for  many 
years.  With  the  tax  rate  reallocation  that  the  administration  has 
proposed,  we  can  bolster  the  status  of  the  DI  Trust  Fund  and  en- 
sure that  it  will  pay  benefits  well  past  the  turn  of  the  century. 

I  would  be  pleased  to  answer  any  questions  and  I  would  point 
out  that  I  have  with  me  on  my  left  Mr.  Harry  Ballantyne,  the  Chief 
Actuary  of  the  Social  Security  Administration. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  LOUIS  D.  ENOFF,  ACTING  COMMISSIONER  OF  SOCIAL 
SECURITY 

Mr.  Chairman  ard  Members  of  the  Subcommittee: 

Thank  you  for  the  opportunity  to  appear  here  to  discuss  the 
financing  of  the  Social  Security  Disability  Insurance  (DI) 
program.   In  my  testimony  today,  I  would  like  to  focus  first  on 
the  financing  problems  that  continue  to  face  the  DI  Trust  Fund, 
as  reflected  in  the  1993  Trustees  Report. 

I  will  then  discuss  the  Administration's  recommendations  for 
improving  the  financial  status  of  the  DI  trust  fund,  and, 
finally,  summarize  research  activities  which  are  being  undertaken 
to  gain  a  greater  understanding  of  the  factors  that  are 
contributing  to  the  recent  growth  of  the  DI  program. 

The  1993  Trustees  Report 

As  you  know,  Mr.  Chairman,  in  April  1992  the  Board  of 
Trustees  reported  that  the  financial  condition  of  the  DI  Trust 
Fund  had  worsened  significantly  in  1990  and  1991  and  was 
expected,  under  intermediate  economic  and  demographic 
assumptions,  to  be  exhausted  by  1997.   The  1993  Trustees  Report, 
released  on  April  6,  shows  that  the  financial  condition  of  the 
DI  Trust  Fund  worsened  in  1992.   The  DI  Trust  Fund  continues  to 
fail  to  meet  the  Trustees'  tests  of  financial  adequacy  in  both 
the  short-term  (1993-2002)  and  long-term  (1993-2067). 

In  evaluating  the  condition  of  the  trust  funds,  the  Trustees 
develop  three  alternative  sets  of  economic  and  demographic 
assumptions  to  show  a  range  of  possibilities.   Alternative  II, 
the  intermediate  set  of  assumptions,  reflects  the  Trustees'  best 
estimate  of  what  future  experience  will  be.   Under  the 
1993  Trustees  Report's  intermediate  assumptions,  the  assets  of 
the  DI  Trust  Fund  are  estimated  to  decline  steadily  from 
$12.3  billion  at  the  beginning  of  1993  until  they  are  exhausted 
in  the  second  half  of  1995,  about  2  years  earlier  than  was 
expected  in  the  1992  Trustees  Report. 

Let  me  emphasize,  however,  that,  on  a  combined  basis,  the 
Old-Age  and  Survivors  Insurance  (OASI)  and  DI  Trust  Funds  are 
adequately  financed  for  many  years.   Attached  to  my  testimony  is 
a  chart  showing  the  projected  status  of  the  OASI  and  DI  Trust 
Funds  under  the  alternative  II  assumptions.   Under  all  three  sets 
of  assumptions  used  for  the  1993  Trustees  Report,  the  combined 
assets  of  the  OASI  and  DI  Trust  Funds  exceed  the  Trustees'  short- 
range  test  for  financial  adequacy.   This  test  requires  that  the 
assets  of  a  fund  either  exceed  100  percent  of  annual  expenditures 
throughout  the  next  10  years  or,  if  initially  below  that  level, 
reach  it  within  5  years,  and  remain  above  100  percent  throughout 
the  remainder  of  the  10-year  short-range  period.   Thus,  overall 
program  financing  is  considered  adequate  in  the  short  range,  even 
under  adverse  conditions. 

While  we  need  to  be  concerned  about  the  financial  condition 
of  the  DI  Trust  Fund--and  need  to  take  action  quickly  to  address 
DI  financing — Social  Security  beneficiaries  should  be  confident 
that  their  benefits  will  continue  to  be  paid,  just  as  they  have 
been  since  Social  Security  benefits  began  being  paid  in  1940. 

Changes  in  the  Financial  Outlook  of  the  DI  Fund 

The  primary  reason  for  the  continued  worsening  condition  of 
the  DI  fund,  as  described  in  the  1993  Trustees  Report,  is  the 
continued  substantial  increase  in  1992  in  disability  incidence, 
i.e.,  the  rate  at  which  insured  workers  become  disabled  and  are 
awarded  disability . benefits .   Virtually  all  of  the  worsening  in 
the  DI  trust  fund  short-range  financial  condition  is  attributable 
to  this  factor.   Other  contributing  factors  are  the  continued 
poor  performance  of  the  economy  throughout  most  of  1992,  and  the 
continued  decline  in  the  benefit  termination  rate.   However, 
these  latter  two  factors  had  only  a  slight  effect  on  the 
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worsening  financial  outlook  for  the  DI  Trust  Fund.   I  will  now 
discuss  each  of  these  factors. 

Increased  Disability  Incidence  Rates 

The  worsening  condition  of  the  DI  fund  reflected  in  the  1993 
report  as  compared  to  the  1992  report  is  primarily  the  result  of 
an  increase  in  the  incidence  of  disability  from  ''..6  awards  per 
thousand  insured  workers  in  1991  to  5.3  awards  per  thousand 
insured  workers  in  1992.   Last  year's  report  assumed  that  the 
rate  at  which  workers  insured  for  disability  benefits  become 
entitled  to  disability  benefits  would,  under  intermediate 
assumptions,  increase  from  4.6  per  thousand  in  1991  to  4.7  per 
thousand  in  1992. 

The  increase  in  the  incidence  of  disability  was  driven 
primarily  by  the  very  rapid  increase  in  the  number  of  new  benefit 
awards  in  1992.   A  range  of  518,000  to  598,000  new  awards  had 
been  projected  in  the  1992  Trustees  Report,  but  the  actual  number 
of  new  awards,  640,000,  was  significantly  greater  than  even  the 
pessimistic  projection. 

This  significant  increase  is  primarily  the  result  of  two 
factors.   First,  the  number  of  workers  applying  for  DI  benefits 
continued  to  increase  rapidly  in  1992,  rising  to  1.3  million 
applications,  up  10  percent  from  1991.   Second,  early  in  1992, 
the  Social  Security  Administration  (SSA)  implemented  a  special 
administrative  initiative  to  expedite  claims  processing 
procedures  in  cases  where  a  favorable  determination  could  be 
expected.   This  temporarily  accelerated  favorable  disability 
determinations  and  caused  a  one-time  increase  in  awards.   As 
backlogs  are  reduced,  the  effect  is  expected  to  diminish. 
Therefore,  the  disability  incidence  assumptions  in  the 
1993  report  do  not  project  any  effect  from  this  initiative  on 
future  disability  incidence  rates. 

Economic  Performance 

Also  contributing  to  the  decline  of  the  DI  Fund,  although  to 
a  far  lesser  extent  than  the  disability  incidence  rate,  was  the 
performance  of  the  economy  during  1992,  which  resulted  in 
slightly  higher  unemployment  and  slower  wage  growth  than  had  been 
projected  in  the  1992  Trustees  Report.   Overall,  estimated  tax 
revenues  in  1993  and  later  years  are  projected  in  the  1993 
Trustees  Report  to  be  somewhat  lower  than  the  estimates  in  the 
1992  Trustees  Report. 

The  economy  also  is  believed  to  have  an  effect  on  the  number 
of  beneficiaries  receiving  benefits  from  the  DI  Trust  Fund.   Poor 
economic  performance  and  higher  unemployment  may  result  in  more 
applications  for  DI  benefits,  as  workers  seek  to  find  new  sources 
of  income  during  an  economic  downturn.   In  addition,  the  slow 
economy  may  result  in  increased  competition  for  jobs,  and  thus 
hinder  the  ability  of  disability  beneficiaries  to  find  employment 
and  leave  the  disability  rolls. 

Termination  Rates  for  DI  Beneficiaries 

The  third  factor  cited  in  the  1993  Trustees  Report  for  the 
worsening  condition  of  the  DI  Trust  Fund  is  the  disability 
termination  rate.   This  rate  reflects  the  percentage  of 
disability  beneficiaries  each  year  whose  benefits  are  converted 
to  retirement  benefits  or  whose  benefits  end  because  of  medical 
recovery,  return  to  work,  or  death. 

The  proportion  of  DI  beneficiaries  whose  benefits  terminate 
in  a  given  year  has  fluctuated  significantly  in  the  past.   Over 
the  last  20  years,  the  rates  of  benefit  termination  due  to  death 
or  conversion  to  retirement  benefits  (at  attainment  of  normal 
retirement  age)  have  declined  very  gradually.   This  trend  is 
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attributable,  in  part,  to  the  lower  average  age  of  new 
beneficiaries.   The  termination  rate  due  to  recovery  has  varied. 
Currently,  the  proportion  of  disabled  beneficiaries  whose 
benefits  cease  because  of  their  recovery  from  disability  is  very 
low  in  comparison  to  past  levels. 

The  decline  in  the  disability  termination  rate  experienced 
in  1992  was  slightly  greater  than  assumed  in  the  1992  Annual 
Report.   The  termination  rate  assumptions  for  this  annual  report 
were  not  changed  regarding  terminations  due  to  attainment  of 
normal  retirement  age,  but  were  revised  to  reflect  a  small 
decrease  in  the  termination  rates  due  to  death  and  a  smaller 
increase,  relative  to  the  prior  assumptions,  in  the  termination 
rates  due  to  recovery.   As  I  previously  mentioned,  the  actual 
experience  in  1992  and  the  revised  assumptions  for  the  future 
account  for  only  a  slight  portion  of  the  10  percent  change  in  the 
short-range  financial  outlook  of  the  DI  Trust  Fund. 

Improving  the  Financial  Status  of  the  PI  Fund 

Mr.  Chairman,  it  is  vitally  important  that  we  move  quickly 
to  improve  the  financial  status  of  the  DI  Trust  Fund.   Toward 
that  end,  the  Administration  is  proposing  legislation,  which 
would  be  retroactive  to  the  beginning  of  1993,  to  reallocate 
0.275  percent  of  the  Social  Security  tax  rate  for  employers  and 
employees  from  the  OASI  Trust  Fund  to  the  DI  Trust  Fund.   Under 
this  proposal,  the  OASI  rate  would  become  5.325  percent,  and  the 
DI  rate  would  become  0.875  percent  each  for  employees  and 
employers.   (Under  the  proposal,  there  would  be  a  .55  percent 
reallocation  of  the  Social  Security  tax  rate  for  the  self- 
employed.   The  OASI  and  DI  rates  for  these  people  would  become 
10.65  percent  and  1.75  percent,  respectively.)   The  change  in 
allocation  rates  currently  scheduled  for  2000,  an  increase  to  the 
Disability  Insurance  Trust  Fund  of  .11  percent,  for  employers  and 
employees  each,  would  be  eliminated. 

The  proposed  reallocation  would  result  in  short-term 
financial  adequacy  for  the  DI  Trust  Fund,  without  endangering  the 
short-range  status  of  the  OASI  Trust  Fund.   As  we  said  earlier, 
under  the  Board  of  Trustees  short-range  test  of  financial 
adequacy,  the  assets  of  a  trust  fund  must  either  exceed  100 
percent  of  annual  expenditures  throughout  the  next  10  years,  or, 
if  initially  below  that  level,  reach  it  within  5  years  and  remain 
above  100  percent  throughout  the  remainder  of  the  10-year  short- 
range  period.   Under  the  proposed  reallocation,  the  DI  Trust  Fund 
would  exceed  100  percent  by  1997,  and  would  not  be  exhausted 
until  2020.   The  OASI  Trust  Fund  would  continue  to  pass  this  test 
by  a  wide  margin  despite  the  reduced  OASI  tax  rate  allocation. 
The  exhaustion  of  the  OASI  Trust  Fund  would  occur  in  2037, 
7  years  sooner  than  under  current  law. 

Analysis  of  the  DI  Program 

In  response  to  a  request  from  the  Board  of  Trustees  in  its 
April  1992  Section  709  Report,  the  Department  of  Health  and  Human 
Services  (HHS)  analyzed  the  DI  program  and  prepared  a  report  for 
the  Board  of  Trustees.   That  report,  entitled  "The  Social 
Security  Disability  Insurance  Program:   An  Analysis,"  was  sent  by 
the  Board  to  the  Congress  in  December  1992.   The  study  surveyed 
the  history  of  the  DI  program,  and  assessed  the  impact  of  a  broad 
array  of  factors  that  may  be  contributing  to  the  recent  growth  of 
the  DI  program.   These  factors  include: 

o    The  poor  economic  performance  of  the  last  few  years,  with 
associated  high  unemployment,  which  is  believed  to  lead  to 
an  increase  in  disability  claims.   The  most  direct  way  this 
can  occur  is  when  severely  impaired  workers,  who  previously 
worked  despite  their  disabilities,  lose  their  jobs  and  apply 
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for  benefits.  However,  other  unemployed  workers  with  less 
severe  impairinents  may  also  apply  as  part  of  their  efforts 
to  find  new  sources  of  income  during  an  economic  downturn. 

o    SSA's  outreach  efforts  in  recent  years,  which  have  attempted 
to  ensure  that  all  segments  of  the  potential  Supplemental 
Security  Income  (SSI)  population  are  made  aware  of  payments 
for  which  they  might  be  eligible.   This  has  had  the  effect 
of  increasing  the  number  of  Social  Security  disability 
applications,  because  many  of  the  SSI  applicants  are  also 
eligible  for  Social  Security  DI  benefits. 

O;   Public  awareness  and  perceptions  of  the  disability  program, 
which  change  over  time.   SSA  conducts  its  own  public 
information  efforts  to  alert  workers  to  the  fact  that 
disability  protection  is  available  to  them  as  part  of  their 
Social  Security  coverage.   Advocacy  groups  for  the  disabled 
also  conduct  information  campaigns.   Extensive  news 
coverage,  due,  for  example,  to  congressional  hearings  or 
class  action  court  cases,  helps  the  public  become  more  aware 
of  the  existence  of  the  program.   Depending  on  the  nature  of 
the  reporting  and  other  public  information,  individuals' 
perceptions  of  their  ability  to  qualify  for  disability 
benefits  may  change  and  encourage  them  to  apply  for  these 
benefits. 

o    Legislation,  regulations,  and  court  decisions,  which  have 
very  likely  contributed  to  the  increase  in  applications  by 
spreading  the  impression  that  disability  evaluation  criteria 
have  been  made  more  favorable  to  claimants.   One  example  is 
the  Zeblev  case,  for  which  SSA  was  required  to  contact  the 
families  of  about  450,000  children  who  had  applied  for  SSI 
disability  benefits.   While  the  Zebley  case  involved 
disabled  child  beneficiaries  under  the  SSI  program,  the  wide 
publicity  given  the  case  may  have  prompted  some  workers  to 
apply  for  Social  Security  disability  benefits.   In  addition, 
the  revised  criteria  for  evaluating  disability,  implemented 
through  legislation,  regulations,  or  court  actions,  are 
believed  to  have  contributed  to  recent  increases  in  the 
proportion  of  applications  that  result  in  the  award  of 
benefits. 

While  there  is  general  agreement  that  these  factors  account 
for  much  of  the  recent  unexpected  growth  in  the  DI  program,  we 
are  unable  to  measure  the  extent  to  which  any  one  of  these 
factors  has  contributed  to  that  growth.   Some  of  these  factors-- 
higher  cyclical  unemployment,  and  slow  economic  growth  related  to 
the  recession--should  be  temporary.   As  they  abate,  it  would  seem 
likely  that  there  should  be  some  corresponding  decline  in  the 
growth  of  the  DI  program.   Other  factors  may  be  enduring,  and 
could  contribute  to  the  growth  of  the  DI  program  for  years  to 
come. 

Disability  Research 

To  gain  a  better  understanding  of  how  such  factors  affect 
the  DI  program,  the  Board  of  Trustees  recommended  that  HHS 
initiate  a  significant  research  effort  to  establish  more  clearly 
whether  the  DI  program's  recent  rapid  growth  is  temporary  or  a 
longer-term  trend.   In  response  to  this  recommendation,  we  have 
designed  a  broad  program  of  research  to  help  determine  more 
conclusively  the  reasons  for  the  recent  rapid  growth  in  the 
disability  rolls,  and  whether  this  growth  is  temporary  or  long- 
term.   Secretary  Shalala  is  committed  to  carrying  out  a  vigorous 
research  effort. 
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An  important  first  step  in  advancing  our  planned  program  of 
research  was  to  establish  a  data  base  of  all  new  disability 
beneficiaries.   This  data  base  will  enable  us  to  conduct  studies 
of  specific  disability  cohorts  and  will  facilitate  analysis  of 
the  factors  that  may  influence  peoples'  decisions  to  apply  for 
disability  benefits. 

In  addition,  SSA  and  HHS  are  evaluating  a  broad  range  of 
possible  research  projects,  to  be  conducted  both  within  SSA  and 
by  outside  consultants.   We  expect  that  these  studies,  some  of 
which  may  be  completed  by  the  end  of  1993,  should  lead  to  a 
better  understanding  of  the  recent  trends  in  the  DI  program  and 
its  likely  future  course. 

Conclusion 

In  conclusion,  Mr.  Chairman,  we  think  that  a  portion  of  the 
Social  Security  tax  rate  currently  being  allocated  to  the  OASI 
Trust  Fund  should  be  reallocated  to  the  DI  fund.   Such  a 
reallocation  would  prevent  the  imminent  depletion  of  the  DI 
Trust  Fund  and  would  give  us  the  necessary  time  to  study  the  DI 
program  and  develop  initiatives  to  address  its  longer-term 
financial  status.   We  look  forward  to  working  with  you  to  ensure 
that  not  only  the  disability  program,  but  Social  Security  as  a 
whole,  is  financially  sound,  and  that  public  confidence  in  Social 
Security  is  maintained. 
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Chairman  Jacobs.  Thank  you,  Mr.  Enoff. 

Mr.  Running. 

Mr.  Running.  Thank  you,  Mr.  Chairman. 

Lou,  can  we  assume  that  the  numbers  that  you  quoted  to  us 
about  a  month  ago  on  the  status  of  the  disability  workload  are 
pretty  much  the  same? 

Mr.  Enoff.  The  backlog  is  around  700,000  right  now. 

Mr.  BUNNING.  700,000.  Your  numbers  on  the  Disability  Trust 
Fund  and  the  OASI  Trust  Fund,  you  quoted  2020  and  2037? 

Mr.  Enoff.  That  is  correct. 

Mr.  BuNNiNG.  So  according  to  the  law  that  we  now  have  before 
us,  both  of  those  are  inadequate,  the  trust  funds  would  be  consid- 
ered insolvent? 

Mr.  Enoff.  They  did  not  meet  the  long-range  test  of  adequacy, 
yes,  that  is  correct. 

Mr.  Running.  Long-range  test. 

Mr.  Enoff.  Long-range  test.  Short-range,  they  would  both  meet 
it. 

Mr.  Running.  Short  range  they  do  meet,  but  the  75  years,  they 
do  not  meet? 

Mr.  Enoff.  That  is  correct.  Neither  would  meet  the  long-range 
test. 

Mr.  Running.  Is  the  administration  considering  a  proposal  that 
will  alleviate  that  problem,  not  only  in  the  Disability  Trust  Fund 
but  in  the  Old-Age  and  Survivor's  Trust  Fund?  Is  that  the  study 
you  are  doing?  Is  that  what  you  are  going  to  make  a  recommenda- 
tion to  us  for? 

Mr.  Enoff.  The  studies  that  I  am  talking  about  would  be  dealing 
only  with  the  DI  Trust  Fund,  Mr.  Running.  As  you  are  probablv 
aware,  there  is,  by  law,  a  quadrennial  advisory  council  and  that  ad- 
visory council  should  be  appointed  by  the  end  of  this  year.  Al- 
though this  is  not  spelled  out  yet,  in  terms  of  early  thinking,  I 
would  say  that  the  quadrennial  advisory  council  would  be  the  nrst 
place  that  we  would  look  at  the  program  as  a  whole. 

Mr.  Running.  Does  the  administration  feel  that  this  switching  of 
percentiles  is  just  a  temporary  fix? 

Mr.  Enoff.  Well,  what  it  would  do  is  give  us  the  short-range 
adequacy  while  we  take  a  look  at  the  disability  program,  and  it 
needs  an  in-depth  look.  This  committee  has  asked  the  National 
Academy  of  Social  Insurance  to  do  a  study.  They  are  into  that 
study,  and  that  is  going  to  take  a  couple  of  years.  Some  of  the 
things  that  we  are  going  to  do  will  take  2  or  3  years. 

Mr.  Running.  Did  not,  when  we  corrected  the  problems  that  So- 
cial Security  had  early  in  the  1980s,  do  exactly  the  opposite  with 
the  trust  funds? 

Mr.  Enoff.  Well,  actually  yes,  there  was  money  moved  from  the 
DI  to  the  OASI  Trust  Fund  and,  as  I  indicated,  there  was  a  pro- 
posal that  reallocation  take  place  in  the  year  2000  back  to  DI,  rec- 
ognizing that  probably  the  DI  fund  would  need  some  funds.  As  it 
turns  out,  we  need  those  funds  a  little  earlier  than  we  had  pro- 
jected, and  that  is  based  on  this  phenomenon  that  has  occurred,  es- 
pecially in  the  last  3  or  4  years. 

Mr.  Running.  It  seems  to  me  in  looking  at  the  history  that  we 
are  doing  temporarily  while  what  we  should  be  trying  to  do  is  to 


19 

find  a  permanent  fix.  I  agree  that  we  should  do  this  because  of  the 
inadequacies  of  the  disabiHty  trust  fund,  but  I  think  that  rather 
than  move  it  in  1980  and  move  it  back  in  the  year  1994  or  1993, 
that  we  ought  to  have  a  permanent  solution. 

What  is  to  prevent  the  same  problem  occurring  down  the  road  if 
you  have  more  people  disabled  or  if  you  have  less  people  disabled, 
and  what  is  to  prevent  us  from  having  to  move  back  and  forth 
again? 

Mr.  Enoff.  I  think  that  is  a  good  question,  and  I  think  that  is 
very  much  what  the  administration  and  the  trustees  had  in  mind 
when  they  called  for  the  need  to  study  the  program.  There  are  a 
lot  of  things  about  the  disability  program  that,  frankly,  we  do  not 
know,  such  as  what  are  the  reasons  that  cause  a  person  to  apply 
for  disability? 

You  cannot  track  disability  applications  and  the  performance  of 
the  economy  exactly.  They  do  not  track.  There  are  other  factors,  ob- 
viously, that  apply.  What  are  the  factors  that  cause  a  disabled  per- 
son to  return  to  work?  Some  persons  who  meet  the  definition  of  dis- 
ability go  back  to  work  and  are  working  every  day.  Others  do  not, 
and  we  need  to  know  a  lot  more  about  that. 

We  need  to  know,  as  well,  about  overall  health.  There  are  some 
studies  that  indicate  that  the  overall  health  of  Americans  is  im- 
proving, even  at  older  ages.  We  need  to  know  more  about  that.  As 
you  are  aware  at  the  turn  of  the  century,  with  the  increase  in  the 
retirement  age,  we  are  probably  going  to  have  some  impact  on  the 
disabilitv  trust  fund  because  there  might  be  more  persons  applying 
for  disability  rather  than  retirement  as  the  retirement  age  goes 
from  65  to  67.  That  has  been  factored  in,  by  the  way,  to  our  projec- 
tions. 

But  I  think  there  are  a  lot  of  things  like  that  that  we  do  not 
know  enough  about  and  that  we  are  beginning  to  take  a  look  at; 
that  we  need  to  have  others  outside  of  the  administration  look  at, 
the  Academy,  other  academics,  other  organizations  that  have 
knowledge  and  interest  in  disability. 

So  I  think  there  is  a  lot  we  need  to  learn  and  I  hope  we  can  leam 
in  the  next  3,  4,  5  years. 

Mr,  BUNNING.  One  last  question,  and  it  may  not  be  a  fair  ques- 
tion to  you,  but  I  am  going  to  ask  it  anyway.  We  are  now  3-plus 
months  into  a  new  administration.  We  do  not  have  a  Commissioner 
of  Social  Security  and  it  seems  to  me  this  makes  a  great  argument 
for  the  Social  Security  Administration  being  an  independent  agen- 
cy. Do  you  have  any  comment  you  would  like  to  make  on  that? 

Mr.  Enoff.  Well,  I  know  that  the  Secretary  and  the  President 
are  giving  a  priority  to  finding  a  new  Commissioner.  With  regard 
to  independent  agency,  my  feeling  has  been,  as  a  career  person — 
I  have  been  here  29  years — there  are  pros  and  cons  to  that  and 
mostly,  I  have  to  say,  fi-om  my  personal  opinion,  it  is  a  con.  I  see 
having  a  Cabinet  Secretary 

Chairman  Jacobs.  Let  the  record  show  that  "it  is  a  con,"  you 
mean  "contrary." 

Mr.  Enoff.  Contrary. 

Chairman  Jacobs.  Au  contraire. 

Mr.  BUNNING.  In  other  words,  you  are  against  it  being  an  inde- 
pendent agency. 
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Mr.  Enoff.  My  feeling  is  that  being  an  independent  agency  takes 
away  SSA's  strong  voice  at  the  Cabinet  table.  With  a  Secretary 
who  has  an  interest  in  the  Social  Security  program  and  who  helps 
fight  for  our  budget  and  our  needs  and  works  with  us,  then  I  think 
that  the — 

Mr.  BUNNING.  In  other  words,  you  do  not  think  that  the  Sec- 
retary of  Labor  or  the  Secretary  of  Commerce  or  one  of  those  peo- 
ple has  a  voice  at  the  table?  I  would  suspect  that  with  an  independ- 
ent agency  they  would  have  their  own  voice  at  the  table. 

Mr.  Enoff.  Well,  that  is  a  different  question.  The  independent 
agency  proposals  that  I  have  seen  have  not  talked  about  Cabinet 
status. 

Mr.  BUNNING.  I  did  not  say  Cabinet.  I  said  that  there  would  be 
an  independent  voice  speaking  for  the  Social  Security  Administra- 
tion. 

Mr.  Enoff.  I  guess  my  feeling  is  that  Cabinet  voices  maybe  have 
more  influence  and  are  more  present  in  those  discussions. 

Mr.  Running.  Thank  you  very  much. 

Mr.  Enoff.  Sure. 

Chairman  Jacobs.  Let  me  just  say  further  that  congressional 
voices  have  some  influence  in  this  matter  and  whether  it  is  an 
independent  agency  or  where  it  is  now,  my  guess  is  that  the  mail 
is  not  going  to  diminish  much  to  Members  of  Congress,  so  I  want 
to  allay  your  fears  that  if — you  see,  you  are  kind  of  in  a  problem 
here  because  you  have  bipartisan  strong  support  for  an  independ- 
ent agency.  But  the  first  thing  we  are  going  to  do,  if  we  have  an 
independent  agency,  is  make  sure  that  the  29-year  career  people 
are  very  prominent  in  it.  [Laughter.] 

Buy  them  off.  [Laughter.] 

One  hears  it  said  that  unemployment  could  be  a  factor  in  in- 
creased disability  claims  or  even  awards.  I  guess  awards  if  it  in- 
volves money.  I  find  that  curious  and  at  variance  with  logic.  If  I 
recall  correctly,  the  definition  of  disability  is  inability  to  work. 

Mr.  Enoff.  That  is  correct. 

Chairman  Jacobs.  Yet  the  logic  of  that  argument  is  that  people 
are,  in  fact,  working — but  are  eligible  but  choose  to  work.  Now, 
how  can  you  choose  to  work  if  you  are  eligible  and  cannot  work? 

Mr.  Enoff.  What  happens  is,  there  are  literally  hundreds  of 
thousands  of  people  who  meet  our  definition  of  disability  who  are 
working  every  day. 

Chairman  Jacobs.  So  we  ought  to  change  the  definition  of  dis- 
ability? 

Mr.  Enoff.  Well,  we  certainly  need  to  look  at  some  of  the 
incentives — 

Chairman  Jacobs.  I  think  we  have  the  answer  right  here  with- 
out waiting  2  years. 

Mr.  Enoff.  Some  of  the  incentives  and  disincentives  in  the  pro- 
gram need  to  be  looked  at,  and  I  think  that  is  a  question.  But  I 
do  not  think  we  want  to  remove  the  incentives  for  persons  to  go 
to  work.  On  the  other  hand,  we  have  to  be  sure  that  we  are  ade- 
quately compensating  persons  who  are  disabled  and  cannot  work  to 
carry  on  their  daily  life  in  a  respectable  manner. 

Chairman  Jacobs.  Well,  I  have  a  good  example  I  know  a  lot 
about,  and  that  is  myself  I  am  disabled.  According  to  the  Veterans 
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Administration,  I  am  infantry-combat  disabled,  and  I  am  paid  a 
pension  for  that  which  I  mail  back  every  month  to  the  Treasury, 
since  I  am  getting  a  genteel  sufficiency  in  a  congressional  salary. 

Mr.  Enoff.  You  see,  by  our  standards,  if  you  are  working 

Chairman  Jacobs.  Well,  what  do  you  mean,  disabled? 

Mr.  Enoff.  Well,  I  think  you  make  some  good  points. 

Chairman  Jacobs.  I  hurt,  but  I  can  work. 

Mr.  Enoff.  That  is  the  first  test  of  disability,  are  you  working, 
under  our  program.  And  if  you  are  working  ana  making  more  than 
$500  a  month,  then  by  definition 

Chairman  Jacobs.  I  appreciate  all  that. 

Mr.  Enoff  [continuing].  You  are  not  disabled. 

Chairman  Jacobs.  I  appreciate  all  that,  but  another  thing  of  im- 
portance is,  can  you  work,  even  if  you  do  not  happen  to  be  em- 
ployed— I  mean,  maybe  you  have  a  job  but  on  rainy  days  would  you 
rather  have  a  cup  of  coffee  and  not  go  out  the  door? 

Mr.  Enoff.  I  must  say  that  health  care  is  an  important  factor 
as  well,  and  coverage  by  Medicare  and  Medicaid,  and  as  we  get 
through  health  care 

Chairman  Jacobs.  Well,  I  just  wanted  to  make  that  point.  I  used 
to  practice  law.  I  had  a  woman  client  who  was  struck  in  the  knee 
by  a  wheel  balancer  in  a  filling  station.  I  thought  I  had  a  pretty 
good  case:  she  had  a  heck  of  a  time  walking  into  the  office  every 
week  when  she  came  down  to  ask  me  how  it  was  going.  It  came 
up  to  trial  and  the  insurance  company  was  kind  enough  to  show 
me  a  film  they  had  taken  at  a  Girl  Scout  gathering  where  she  was 
running  like  a  gazelle. 

So  that  is  always  going  to  be  a  problem.  The  opposite  of  that 
problem  is  what  happened  in  the  early  1980s,  when  people  who 
were  summarily  dismissed  from  the  rolls  and  some  of  them  com- 
mitted suicide,  no  longer  having  any  hope  at  all  in  this  world.  So 
you  have  to  look  out  for  the  malingerers — I  am  stating  the  obvi- 
ous— but  in  our  studies  of  what  to  do  about  excessive  costs,  finding 
better  ways  to  make  that  determination,  maybe  Sony  8  cameras  or 
something,  might  be  wise. 

Well,  thank  you.  Wait  a  minute.  Does  Mr.  Pickle  have  any  ques- 
tions? 

Mr.  Pickle.  Well,  Mr.  Enoff,  do  you  know  why  the  disability  pay- 
ment rates  have  gone  up  so  rapidly  or  steeply  in  recent  years? 

Mr.  Enoff.  By  payment  rates,  I  assume  you  mean  the  allowance 
rate? 

Mr.  Pickle.  Yes. 

Mr.  Enoff.  I  think  there  are  a  number 

Mr.  Pickle.  Allowance  rate  and  the  number  that  have  been  get- 
ting on  the  rolls. 

Mr.  Enoff.  Well,  the  number  has  to  do  more  with  the  number 
of  applications  than  the  percentage  increase  in  allowance.  But 
there  has  been  a  percentage  increase  in  allowance,  as  well.  I  think 
those  are  different  factors  at  work. 

In  terms  of  the  increased  application  rate,  we  know  that  the 
economy  has  played  a  role  in  terms  of  increased  applications.  Our 
outreach  efforts  have  played  a  role  in  increased  applications.  We 
have  done  significant  outreach  in  SSI  and  court  cases  like  Zebley 
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have  given  a  lot  of  publicity  to  the  program,  informing  some  people 
of  the  program  that  otherwise  did  not  know. 

In  terms  of  the  allowance  rates,  I  think  that  the  biggest  factors 
have  been,  first,  changes  in  our  regulations.  We  changed  our  regu- 
lations back  in  1987,  particularly  in  the  area  of  mental  disabilities. 
Certainly,  court  cases  have  had  an  effect,  like  the  Zebley  court  case. 
And  I  think  that  the  allowance  rate  increase  last  year  had  particu- 
larly to  do  with  some  short-term  initiatives  that  we  implemented 
that  helped  us  to  expedite  some  allowance  cases  through  the  proc- 
ess, and  that,  toward  the  end  of  the  year,  has  leveled  out. 

So  I  think  those  are  the  main  reasons,  Mr.  Pickle. 

Mr.  Pickle.  I  asked  the  question,  why  are  we  having  such  a 
rapid  increase  in  the  number  of  cases  getting  on  the  rolls,  and  I 
have  not  gotten  your  answer.  Why  is  that? 

Mr.  Enoff.  I  think  it  is  because  there  are  more  applications. 
There  are  more  applications  because  of  several  factors:  the  economy 
is  one,  outreach  by  us  is  another,  informing  more  people  about  the 
program.  The  publicity  that  surrounded  some  of  the  court  cases  has 
been  another  factor  that  has  influenced  people.  Some  people  specu- 
late that  what  they  call  a  liberal  adjudicative  climate  has  had  a 
role. 

Mr.  Pickle.  But  I  understand  that  the  HHS  is  conducting  some 
kind  of  a  study  now  to  try  to  determine  why,  how  all  these  factors 
fit  into  the  result  that  we  see.  When  do  you  think  that  study  will 
be  completed? 

Mr.  Enoff.  Well,  we  have  a  series  of  studies,  Mr.  Pickle.  We  will 
have  some  information  by  the  end  of  this  year,  but  there  are  other 
studies  that  we  will  not  have  the  results  of  for  2  or  3  years.  So  we 
will  have  some  information  by  the  end  of  this  year,  and  we  will  cer- 
tainly share  that  with  you. 

Mr.  Pickle.  Let  me  throw  in  another  consideration  that  I  think 
ought  to  be  introduced  formally. 

Mr.  Enoff.  OKL 

Mr.  Pickle.  I  am  concerned  about  the  continuing  disability  re- 
views. You  have  got  those  down  to  an  all-time  minimum  low — I  as- 
sume it  is  the  lowest  at  any  time,  at  least  in  recent  years. 

Mr.  Enoff.  That  is  right. 

Mr.  Pickle.  And  you  are  wrestling  with  that  problem  now  and 
I  know  it  because  of  the  visits  I  have  had  with  you,  and  you  are 
trying  to  take  different  kinds  of  approaches  or  at  least  do  some- 
thing. The  fact  of  the  matter  is,  the  only  way  you  can  affect  these 
rates,  probably  more  than  any  other  one  thing,  is  to  renew  and  en- 
force the  continuing  disability  review  program. 

Mr.  Enopt.  That  is  certainly  a  factor,  Mr.  Pickle.  I  think  that  is 
not  the  major  factor,  but  it  is  a  factor  and  it  is  a  large  factor. 

Mr.  Pickle.  Now,  I  am  willing  for  you  to  try  different  approaches 
but  it  seems  to  me  like  the  SSA  has  got  to  enforce  and  carry  out 
the  law  we  passed  with  respect  to  continued  review.  You  have  not 
done  that,  because  of  budget  and  other  considerations,  but  that  is 
something  that  has  got  to  be  put  back  in  place  in  time.  You  can 
try  all  these  other  little  shortcuts,  but  that  is  the  basic  approach, 
I  think. 

Mr.  Enoff.  I  will  tell  you,  it  is  not  a  secret,  that  we  have  put 
a  priority  on  processing  the  backlog  of  initial  applications.  I  was 
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hoping  that  we  could  start  this  year  doing  some  additional  continu- 
ing disability  reviews.  There  was,  in  fact,  money  for  that  purpose 
in  our  supplemental  appropriation  that  was  in  tne  package,  and  it 
is  no  longer  a  package.  So  we  are  going  to  have  to  go  back  and  look 
at  how  we  might  do  that. 

Mr.  Pickle.  You  mentioned — now,  if  you  spent  a  dollar  on  con- 
tinuing reviews,  how  much  money  would  that  bring  in  for  you? 

Mr.  Enoff.  Well,  the  rough  estimate  would  be  $4. 

Mr.  Pickle.  Four  to  one,  that  is  not  a  bad  offer. 

Mr.  Enoff.  Four  or  more. 

Mr.  Pickle.  I  would  say  to  you  that  you  ought  to  give  more  con- 
sideration to  that  than  even  to  some  of  these  other  things. 

Mr.  Enoff.  As  you  know,  Mr.  Pickle,  the  money  that  I  spend 
comes  out  of  my  administrative  account  and  the  money  that  I  save 
comes  in  the  trust  fund. 

Mr.  Pickle.  Then  that  is  your  answer.  You  are  concerned  about 
your  administrative  account  and  carrying  out  the  reviews. 

Mr.  Enoff.  No,  sir.  I  am  concerned  on  both  counts,  but  I  do  not 
have  an  unlimited  administrative  account. 

Chairman  Jacobs.  Mr.  Bunning  has  some  questions. 

Mr.  Bunning.  One  last  question.  I  have  a  tracking  of  unemploy- 
ment and  the  disability  claims,  and  they  have  not  tracked  unem- 
ployment at  all. 

Mr.  Enoff.  They  do  not  track  directly. 

Mr.  Bunning.  You  have  said  that  is  a  factor. 

Mr.  Enoff.  Yes. 

Mr.  Bunning.  I  do  not  think  it  is  a  factor  at  all,  if  you  track 
them,  in  fact.  Sometimes  when  we  have  very  high  unemployment 
we  have  the  disability  claims  coming  down  drastically.  It  is  only 
when  we  have  had  a  recession  that  they  track  together  for  a  short 
period  of  time. 

Mr.  Enoff.  There  are  a  number  of  things,  Mr.  Bunning.  I  think 
if  you  take  out  the  early  1980  experience  that  there  is  more  of  a 
relationship. 

Mr.  Bunning.  Let  us  go  back  into  the  1974-75  area  when  we  had 
a  very  big  upswing  in  the  disability  claims  and  the  unemployment 
was  coming  down. 

Mr.  Enoff.  OK.  And  there  is  a  reason  for  that,  and  I  am  not  try- 
ing to  argue  with  it.  That  is  why  it  is  not 

Mr.  Bunning.  Sounds  like  it  to  me. 

Mr.  Enoff.  Well,  I  want  to  inject  a  fact  there.  The  vears  1974 
and  1975  were  the  beginning  of  the  SSI  program  and  tnat  had  an 
impact  that  I  think  makes  that  an  unrealistic  period.  That  is  part 
of  the  problem  with  looking  at  the  disability  program.  So  1974  and 
1975  are  an  unrealistic  period;  1982  and  1983  are  an  unrealistic 
period,  so  you  have  to  say,  what  is  a  realistic  period?  And  that  is 
part  of  our  problem  in  determining  what  is  likely  to  occur  in  this 
program  over  the  long  teTTn. 

Mr.  Bunning.  What  about  1985  through  1991,  or  1985  through 
1990? 

Mr.  Enoff.  That  would  have  shown  a  decline  in  applications, 
correct? 

Mr.  Bunning.  Big  decline,  and  unemployment  kind  of 

Mr.  Enoff.  Well,  it  was  kind  of  level,  was  it  not? 
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Mr.  BUNNING.  Yes. 

Mr.  Enoff.  Slower — it  was  lower,  actually. 

Mr.  BUNNING.  Actually  coming  down  slightly. 

Mr.  Enoff.  Yes.  And  the  applications  came  down. 

Mr.  BuNNiNG.  But  the  drastic  reduction  in  the  applications- 


Mr.  Enoff.  That  is  where,  I  think,  people  would  say  adjudicative 
climate  might  have  played  a  role. 

Mr.  BuNNiNG.  Well,  how  about  the  delay  in  process? 

Mr.  Enoff.  Well,  actually,  1985,  1986,  and  1987  did  not  show  as 
great  a  delay  in  process. 

Mr.  BUNNING.  No,  but  it  was  a  factor.  Is  it  still  a  factor? 

Mr.  Enoff.  It  is  somewhat  of  a  factor  now;  it  certainly  is. 

Mr.  Bunning.  Thank  you. 

Chairman  Jacobs.  Mr.  Jefferson  will  inquire. 

Mr.  Jefferson.  I  do  not  have  any  questions. 

Chairman  Jacobs.  Thank  you,  gentlemen,  for  your  help. 

Mr.  Enoff.  Thank  you. 

Chairman  Jacobs.  Our  next  witness  from  the  Board  of  Trustees 
is  the  former  Commissioner  Stanford  G.  Ross.  We  are  pleased  to 
welcome  you  back,  Mr.  Ross. 

Mr.  Ross.  Thank  you,  Mr.  Chairman. 

Chairman  Jacobs.  On  behalf  of  the  New  York  State  Athletic 
Commission,  proceed.  [Laughter.] 

Mr.  Pickle.  I  want  to  welcome  Mr.  Ross  back  to  this  committee. 
He  has  been  a  former  Commissioner  and  very  pleasant  to  work 
with,  and  it  looks  like  the  years  have  treated  you  kindly.  Are  you 
on  disability?  [Laughter.] 

Mr.  Ross.  No,  not  yet.  I  am  still  functioning. 

Chairman  Jacobs.  If  I  know  Mr.  Ross,  he  has  treated  the  years 
kindly,  also. 

STATEMENT  OF  STANFORD  G.  ROSS,  PUBLIC  TRUSTEE, 
BOARDS  OF  TRUSTEES  OF  THE  FEDERAL  OLD-AGE,  SURVI- 
VORS INSURANCE,  DISABILITY  INSURANCE  AND  HOSPITAL 
INSURANCE  TRUST  FUNDS 

Mr.  Ross.  It  is  a  great  pleasure  to  be  back  with  this  committee. 
I  had  many  enjoyable  moments  with  it  while  I  was  Commissioner, 
and  now  I  am  public  trustee  of  the  Social  Security  and  Medicare 
trust  funds  and  in  that  capacity,  one  of  the  two  public  representa- 
tives on  the  five-person  board  of  trustees. 

My  fellow  public  trustee,  David  M.  Walker,  unfortunately  could 
not  be  here  this  afternoon,  so  we  have  prepared  a  joint  statement, 
and  with  your  permission,  I  would  put  that  in  the  record  and  then 
I  would  summarize  this  statement. 

Chairman  Jacobs.  Without  objection,  that  is  ordered. 

Mr.  Ross.  Thank  you,  Mr.  Chairman. 

I  will  summarize  our  views  and  then  add  a  page  and  a  half  of 
my  individual  views,  based  on  my  experience  as  Commissioner 
with  this  program  and  having  observed  it  for  the  years  since  then. 

Basically,  tne  board  of  trustees,  including  the  public  trustees,  be- 
lieve it  is  very  important  that  legislation  be  enacted  as  soon  as  pos- 
sible to  forestall  unnecessary  public  concern  about  the  financial  vi- 
ability of  the  disability  program.  It  is  important  to  take  action  so 
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that  benefits  will  continue  to  be  paid  on  time,  as  they  have  been 
since  the  inception  of  this  program. 

At  the  same  time,  the  board  of  trustees  has  recommended  that 
a  study  be  undertaken  so  that  the  long-term  implications  of  this  re- 
cent adverse  financial  experience  can  be  evaluated  and  a  proper 
long-term  solution  found. 

Last  year,  as  you  will  recall,  the  board  issued  a  section  709  re- 
port calling  attention  as  required  by  the  law  to  the  fact  that  the 
reserve  ratio  would  be  less  than  20  percent  within  the  short-term 
measuring  period  and  saying  that  an  initial  study  would  be  under- 
taken. The  public  trustees  said  they  would  not  take  a  position  on 
reallocation  until  that  study  was  done.  That  study,  in  fact,  was  is- 
sued last  December  and  based  on  that,  the  board  under  the  Bush 
administration  recommended  a  tax  rate  reallocation  but  said  that 
it  would  be  desirable  to  wait  until  the  1993  report  was  issued  to 
come  up  with  an  exact  figure. 

Those  figures  were  made  available  to  us  in  connection  with  the 
trust  fund  reports  which  were  issued  on  April  6,  1993,  and  then  a 
specific  recommendation  was  made.  The  public  trustees  provided 
continuity  in  the  consideration  of  this  issue.  Mr.  Walker  and  I  are 
now  the  longest-acting  trustees  of  the  Social  Security  and  Medicare 
trust  funds.  The  three  ex-official  trustees  have  obviously  changed. 

We  have  provided  continuity  and  tried  to  come  up  with  a  solution 
that  would  have  broad  support,  and  we  think  we  have.  The  fact 
that  six  different  Cabinet  officers  have  now,  under  the  prior  admin- 
istration and  this  administration,  agreed  that  an  allocation  suffi- 
cient to  let  the  trust  fund  meet  the  short-term  test  of  adequacy, 
that  is,  raising  it  to  a  100  percent  reserve  ratio  and  keeping  it 
there  for  10  years,  seems  to  have  had  unanimous  appeal,  and  we 
are  happy  to  have  had  a  role  in  bridging  the  consideration  between 
the  two  administrations. 

Finally,  I  would  emphasize  the  need  for  this  long-term  study. 
Just  as  this  study  that  was  released  last  December  shed  some 
light,  we  are  very  hopeful  that  the  new  studies  that  are  being  un- 
dertaken will  shed  more  light,  because  we  feel  very  strongly  that 
before  the  program  should  be  changed  for  the  long-term,  we  should 
all  know  more  and  be  able  to  evaluate  what  has  happened  in  the 
last  few  years. 

In  the  additional  statement  that  I  added  on  to  our  joint  testi- 
mony, I  drew  upon  my  experience  as  Commissioner  to  make  the 
point  that  it  is  fundamental  that  the  administration  of  the  DI  pro- 
gram needs  to  be  improved.  It  is  just  vital  that  there  be  consistency 
and  integrity  to  the  administration  over  a  long  period.  I  think  until 
you  get  this,  it  is  very  hard  to  evaluate  the  program.  It  is  hard  to 
know  whether  some  of  these  recurring  crises  that  we  see  have 
something  to  do  with  the  law  or  the  administration  or  just  the  en- 
vironment that  is  created  by  inconsistencies  in  the  administration. 

As  you  all  know,  it  is  a  very  complex  program  to  administer.  The 
States  make  the  initial  determinations.  The  Social  Security  Admin- 
istration coordinates  matters.  There  are  then  administrative  law 
judges  at  a  later  stage  who  review,  and  then  finally  the  Federal 
court  system  gets  involved.  So  it  is  a  system  that  tends  to  have  fits 
and  starts  over  the  years,  depending  on  who  is  administering  it, 
what  the  courts  do,  what  the  administrative  law  judges  do,  what 


26 

the  State  determination  centers  do,  and  what  the  Social  Security 
Administration  does. 

I  feel  that  if  some  greater  attention  were  given  to  the  adminis- 
tration and  adequate  resources  provided  so  that  the  Social  Security 
Administration,  which  does  work  very  hard  at  this  and  has  always 
tried  to  make  the  program  work  well,  if  they  can  make  it  work 
well,  then  I  think  we  will  be  better  able  to  evaluate  this  experience 
that  we  constantly  see  of  recurring  crises.  And  that  would  also  en- 
able the  Congress  and  particularly  this  committee  to  do  an  evalua- 
tion which  would  allow  them  to  set  the  program  right  for  the  long 
term. 

Thank  you,  and  I  am  happy  to  answer  any  questions  you  may 
have. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  STANFORD  G.  ROSS  AND  DAVID  M.  WALKER,  PUBLIC 
TRUSTEES,  SOCIAL  SECURITY  AND  MEDICARE  BOARDS  OF  TRUSTEES 

MR.  CHAIRMAN  AND  MEMBERS  OF  THE  SUBCOMMITTEE: 


We  appreciate  the  invitation  to  present  our  views  on  the 
financing  of  the  Social  Security  Disability  Insurance  Program. 
We  commend  you  for  moving  so  quickly  to  begin  work  on  this 
critical  issue.   We  believe  it  is  important  for  the  Disability 
Insurance  Trust  Fund  to  be  restored  to  financial  solvency  as  soon 
as  possible. 

As  you  know,  the  Board  of  Trustees  for  the  Disability  Insurance 
Trust  Fund,  on  which  we  sit  as  representatives  of  the  public, 
issued  its  1993  Annual  Report  on  April  6.   Based  on  the  Trustees' 
best  estimates  (intermediate  assumptions),  the  DI  fund  is 
projected  to  be  exhausted  in  the  second  half  of  1995.   Under  more 
pessimistic  assumptions,  the  date  of  exhaustion  of  the  fund  would 
be  in  early  1995.   Thus,  it  is  imperative  that  legislation  be 
enacted  as  soon  as  possible  to  forestall  unnecessary  public 
concern  about  the  financial  viability  of  the  disability  program. 

On  April  2,  1992,  the  Board  of  Trustees  reported  to  Congress,  as 
required  under  Section  709  of  the  Social  Security  Act,  that  the 
reserve  ratio  of  the  DI  Trust  Fund  would  be  less  than 
20  percent  within  the  short-term  measuring  period  (10  years)  and 
that  the  ex  officio  trustees  (the  Secretaries  of  the  Treasury, 
Labor,  and  Health  and  Human  Services)  would  undertake  a  careful 
analysis  of  the  DI  program  and  submit  specific  legislative 
recommendations  to  the  Congress  by  the  end  of  1992.   On  December 
16,  1992,  the  ex  officio  trustees  submitted  such  an  analysis  and 
recommended  that  a  payroll  tax  rate  reallocation  should  be  used 
to  enable  the  DI  trust  fund  to  pass  the  test  of  short-range 
financial  solvency,  but  that  the  specific  amount  of  the 
reallocation  should  be  determined  after  the  Board's  1993  Annual 
Report  was  issued. 

As  independent  Piablic  Trustees,  we  did  not  consider  it 
appropriate  to  participate  in  the  development  of  specific 
legislative  recommendations  with  the  ex  officio  trustees  since 
such  recommendations  necessarily  reflect  the  overall  goals  and 
policies  of  the  Administration  making  them.   However,  the  Public 
Trustees  reviewed  both  the  analysis  and  the  recommendations  and 
concurred  in  the  recommendations  both  for  a  tax  rate  reallocation 
in  the  short-term  and  for  the  best  possible  research  to  assist 
policymakers  in  formulating  solutions  to  the  projected  long-range 
DI  deficit. 

Similarly,  the  Public  Trustees  have  concurred  in  the  specific 
reallocation  recommendation  of  the  new  ex  officio  Trustees,  as 
set  out  in  a  letter  of  April  6,  1993,  to  Speaker  Foley.   Thus, 
the  Board  of  Trustees,  under  both  the  Bush  Administration  and  the 
Clinton  Administration,  has  suggested  a  payroll  tax  reallocation 
to  provide  for  the  short-term  solvency  of  the  DI  Trust  Fund.   The 
Public  Trustees  have  provided  continuity  in  the  consideration  of 
this  issue  and  in  the  development  of  an  appropriate  legislative 
recommendation  that  we  hope  will  command  broad  support. 
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The  Board's  specific  recommendation  is  to  reallocate 
0.275  percent  of  the  payroll  tax  rate,  for  employees  and 
employers  each,  from  the  Old-Age  and  Survivors  Insurance  Trust 
Fund  to  the  DI  Trust  Fund.   The  recommended  reallocation  would  be 
effective  for  1993  and  all  future  years  and  would  increase  the  DI 
tax  rate  from  0.6  to  0.875  percent  and  reduce  the  OASI  rate  from 
5.6  to  5.325  percent.   The  current  law  total  OASDI  tax  rate  of 
6.2  percent  for  employees  and  employers  each  would  remain 
unchanged.   A  corresponding  change  would  be  made  in  the  tax  rates 
payable  by  self-employed  persons,  again  with  no  increase  in  the 
total  Social  Security  taxes  payable. 

The  reallocation  recommended  by  the  Board  is  based  on  the 
intennediate  assumptions  of  the  1993  Trustees  Report  and  is 
designed  to  enable  the  DI  Trust  Fund  to  meet,  with  a  margin  of 
safety,  the  Trustees  test  of  short-run  financial  adequacy.   Under 
that  test,  the  assets  of  a  trust  fund  must  remain  over  100 
percent  of  annual  expenditures  for  10  years,  or,  if  initially 
below  that  level,  reach  it  within  5  years  and  remain  above  100 
percent  throughout  the  remainder  of  the  10-year  short-range 
period. 

The  recommended  reallocation  would  slow  the  projected  rapid 
growth  of  the  OASI  Trust  Fund  but  would  not  jeopardize  its 
financial  health  over  the  short  range.   By  contrast,  the 
reallocation  would  dramatically  improve  the  financial  position  of 
the  DI  Trust  Fund  because  it  is  so  much  smaller  than  the  OASI 
fund.   Over  the  longer  range,  the  reallocation  would  move  back 
the  projected  year  of  exhaustion  of  the  DI  fund  from  1995  to 
2020,  and  move  forward  the  year  the  OASI  fund  is  projected  to  be 
depleted  from  2044  to  2037.   The  chart  below  shows  the  estimated 
effect  of  the  recommended  reallocation  on  the  trust  fund  ratios 
of  both  OASI  and  DI. 


Trust  fund  ratios  for  OASI  and  DI  Trust  Funds, 
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The  Board  recommended  a  reallocation  designed  to  meet  only  the 
short-term  financial  needs  of  the  DI  Trust  Fund,  in  part  because 
it  is  not  clear  whether  the  dramatic  increase  in  the  number  of 
workers  applying  for  Disability  Insurance  benefits  that  began  in 
1990  is  a  temporary  phenomenon  or  a  longer  term,  more  permanent 
trend.   The  disability  program  analysis,  which  the  Board 
transmitted  to  the  Congress  last  December,  found  that  the  primary 
cause  of  the  DI  trust  fund's  financial  deterioration  has  been 
higher  benefit  payments  due  to  an  increase  in  applications.   In 
particular,  from  1989  to  1992  applications  increased  by  350,000, 
or  more  than  one-third.   The  analysis  was  not  able  to  measure  the 
causes  of  this  upsurge  in  disability  applications,  but  identified 
slow  economic  growth,  intensified  outreach  efforts,  widely 
publicized  court  decisions  regarding  eligibility  for  disability 
payments,  and  a  variety  of  other  possible  factors  as  possible 
causes  of  the  increase  in  applications. 

In  looking  ahead  regarding  disability  applications,  it  is 
apparent  that  significant  structural  changes  are  taking  place  in 
the  American  job  market,  including  large  losses  of  unskilled  and 
semi-skilled  jobs  as  U.S.  companies  automate  and  downsize.   Also, 
there  is  evidence  of  a  dramatic  shift  away  from  full-time 
permanent  jobs  as  employers  use  more  and  more  part-time  and 
temporary  workers.   Workers  with  health  problems  who  lose  a  job 
for  these  or  other  reasons  are  likely  to  file  claims  for 
disability  benefits  and  many  might  qualify. 

The  Board  of  Trustees  recommended  in  December  and  reaffirmed  when 
we  met  this  month  the  need  for  the  best  possible  research 
regarding  likely  future  disability  experience.   The  Department  of 
Health  and  Human  Services  reported  to  the  Board  that  it  has 
initiated  a  significant  disability  research  effort,  and  the 
results  of  this  work  will  be  of  the  utmost  importance  to  future 
legislative  changes.   Until  this  work  is  completed,  there  is,  in 
our  judgment,  insufficient  information  to  design  specific 
proposals  for  the  long  term.   Such  changes  may  be  needed  at  some 
point,  and  the  proposed  reallocation  for  the  short  term  will 
provide  the  time  and  opportunity  to  prepare  and  enact  any  needed 
changes  in  a  careful  and  orderly  manner. 

In  conclusion,  we  urge  that  the  Congress  move  as  rapidly  as 
possible  to  pass  the  reallocation  proposal  so  that  the  American 
people  can  rest  assured  that  disability  benefits  will  continue  to 
be  paid  on  time  each  month.   We  also  recommend  that  the  Congress 
provide  adequate  funding  to  carry  out  the  needed  disability 
research  and  to  allow  claims  to  be  processed  in  a  timely  and 
efficient  manner. 

We  stand  ready  to  be  of  assistance  in  any  way  we  can  and  look 
forward  to  answering  any  questions  you  may  have  for  us.   We  thank 
you  for  the  opportunity  to  present  our  views. 
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Additional  Statement  by  Stanford  G.  Ross 

Based  on  my  experience  as  Commissioner  of  Social  Security  and 
careful  observation  of  the  DI  programs  over  many  years,  I  would 
like  to  offer  some  comments  that  may  be  helpful  to  your 
consideration  of  the  issues  presented  not  only  by  the  present 
financial  imbalance  but  the  recurring  problems  experienced  by  the 
DI  program. 

It  is  fundamental  that  the  administration  of  the  DI  program  needs 
to  be  improved.   Although  the  Social  Security  Administration  is 
working  hard  to  do  as  good  a  job  as  possible,  there  is  a  great 
deal  that  could  be  done  better.   Moreover,  the  needed 
improvements  have  to  be  sustained  over  the  longer  term  so  that 
the  program  is  administered  with  consistency  and  integrity. 
Improved  administration  is  necessary  both  from  the  standpoint  of 
prudent  financial  management  and  to  achieve  the  desired 
substantive  results  of  the  DI  program  for  beneficiaries  and 
taxpayers. 

An  immediate  problem  is  the  serious  backlogs  that  have  developed 
in  processing  claims  for  disability  benefits  as  a  result  of  the 
dramatic  upsurge  in  the  number  of  applicants  over  the  last  3 
years.   I  know  that  this  Committee  is  fully  cognizant  of  this 
problem  and  has  worked  diligently  to  obtain  additional  resources 
to  reduce  the  length  of  time  applicants  must  wait  to  receive  a 
decision  on  their  claims.   I  urge  you  to  continue  your  efforts  to 
ensure  that  funds  are  made  available  not  only  to  process  the  high 
volume  of  new  claims  but  also  to  reduce  the  time  it  now  takes  for 
claimants  to  receive  decisions. 

A  second  problem — the  need  to  perform  continuing  disability 
reviews--also  requires  resources.   Moreover,  when  applicants  are 
waiting  long  periods  for  decisions  it  is  incongruous  to  spend 
large  amounts  to  review  the  eligibility  of  those  already  on  the 
rolls.   However,  there  is  a  statutory  mandate  that  such  reviews 
be  conducted  and,  perhaps  most  importantly,  continuing  disability 
reviews  are  the  mechanism  that  assures  workers  paying  Social 
Security  taxes  that  their  taxes  are  being  well  spent  in  the 
disability  program.   Again,  I  hope  that  even  with  the  pressures 
for  deficit  reduction,  the  additional  resources  can  be  found  that 
are  needed  to  do  both  initial  disability  determinations  and 
continuing  disability  reviews  in  a  proper  and  timely  manner. 

Finally,  I  would  urge  that  any  efforts  to  make  major  changes  in 
disability  policy  be  deferred  until  resources  are  available  to 
carry  out  effectively  the  program  as  provided  for  in  current  law. 
The  wide  swings  in  disability  legislative  and  administrative 
policy  over  the  past  twenty  years  have  convinced  me  that  the 
best-intentioned  changes  have  often  resulted  in  a  too  strong 
ratcheting  up  or  down  of  the  benefit  requirements.   Also,  changes 
are  often  accompanied  by  such  strong  language  and  precise 
direction  that  consequences  unintended  by  everyone  result. 
Stability  of  operations  should  be  achieved  if  the  program  is  to 
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be  fairly  evaluated  and  any  needed  changes  properly  designed  and 
implemented. 

The  disability  program  is  clearly  affected  by  behavioral 
responses  at  every  level  and  by  all  participants  in  the 
disability  process.   Program  outcomes  are  the  result  of  a  complex 
network  of  actions,  and  policymakers  would  do  well  to  approach 
program  change  carefully.   In  contrast,  providing  the  resources 
and  support  for  improved  administration  ought  to  be  done  promptly 
in  order  to  make  the  program  operate  as  intended.   I  urge  you  to 
give  this  subject  priority  as  you  undertake  to  strengthen  the 
financing  of  the  DI  trust  fund. 
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Chairman  Jacobs.  Thank  you.  Mr.  Banning  will  inquire. 

Mr.  BUNNING.  Thank  you.  You  have  made  no  recommendations 
regarding  the  long-term  deficit  in  your  report.  It  is  1.46  percentage 
of  the  taxable  payroll  now.  I  understand  if  we  fail  to  act,  it  is  pro- 
jected to  be  4.81  percent  of  taxable  payroll  by  the  year  2067. 

Do  you  think  we  ought  to  be  concerned  about  that  at  all? 

Mr.  Ross.  Yes,  and  in  the  trust  fund  reports  this  year,  the  public 
trustees  added  their  own  statement  at  the  end  of  the  summary  say- 
ing that  we  thought  it  was  very  important  for  the  Congress  to  keep 
in  mind  this  long-term  deficit  in  the  old-age,  survivors,  and  disabil- 
ity programs  as  they  undertake  legislation  that  would  affect  re- 
sources that  might  be  available  to  bring  these  progp'ams  back  into 
balance. 

These  are  perhaps  the  most  vital  programs  of  the  Federal  Gov- 
ernment. Millions  of  people  not  only  today  but  in  the  future  will 
depend  on  them  for  their  retirement  needs,  and  while  we  have  a 
considerable  number  of  years  on  a  combined  basis  for  OASDI,  we 
should  never  lose  an  opportunity  to  try  to  bring  it  into  long-term 
balance  if  such  an  opportunity  arises.  So  I  very  much  agree  with 
your  sentiments  and  the  public  trustees  are  on  record  in  favor  of 
more  attention  being  paid  to  that  problem. 

Mr.  BuNNENG.  But  no  specific  recommendations  at  this  time? 

Mr.  Ross.  The  public  trustees  are  a  part-time  job,  as  you  know. 
We  spent  about  40  to  50  days  on  this  a  year,  and  we  have  not  un- 
dertaken, because  of  our  independent  role,  to  develop  specific  legis- 
lative recommendations.  What  we  have  done  is,  we  have  let  the  ad- 
ministration trustees  do  that  and  then  we  have  reviewed  them  and 
concurred  in  them  or  not  concurred  in  them.  So  far  it  has  always 
been  a  concurrence. 

We  would  encourage  the  administration  as  well  as  the  Congress 
to  develop  specific  proposals  to  achieve  long-term  balance.  We  do 
not  see  it  as  our  function  as  the  independent  public  representa- 
tives, without  staff  and  resources,  to  come  up  with  the  exact  rec- 
ommendations to  fix  it,  because  frankly,  those  would  have  to  be 
done  within  the  particular  goals  and  policies  of  any  administration, 
including  what  they  are  going  to  do  about  long-term  deficit  reduc- 
tion, tax  policy,  and  other  issues  which  would  go  far  beyond  the 
mandate  we  have  as  public  trustees. 

Mr.  BuNNiNG.  Do  you  have  an  opinion  on  pay-as-you-go  financ- 
ing? 

Mr.  Ross.  I  thought  that  Senator  Moynihan's  views  on  that  as 
a  matter  of  pure  Social  Security  policy — and  I  am  not  talking  about 
fiscal  policy — were  quite  appealing,  because  his  bill  to  return  to 
pay-as-you-go  involved  bringing  the  trust  fund  into  close  actuarial 
balance  for  the  entire  75-year  period,  and  that  is  the  only  major 
proposal  I  have  seen  in  the  past  few  years  that  would  have  ad- 
dressed the  long-term  deficit  in  Social  Security  and  tried  to  put  it 
right. 

On  the  other  hand,  it  was  quite  a  controversial  proposal  from  the 
standpoint  of  its  effect  on  the  deficit  and  fiscal  policy,  and  that  is 
another  matter  on  which  it  would  be  beyond  my  prerogative  to 
comment  on  today. 
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Mr.  BuNNiNG.  One  last  question.  In  your  statement,  you  referred 
to  the  trustees'  test  of  short-run  financial  adequacy.  Did  you  have 
your  own,  or  did 

Mr.  Ross.  Well,  this  was  adopted  I  think  a  couple  of  years  ago 
in  our  first  round  as  public  trustees.  There  was  an  advisory  com- 
mittee and  we  adopted  as  an  official  matter,  acting  as  a  board,  that 
there  should  be  100  percent  reserve  for  contingencies  at  the  begin- 
ning of  each  year,  and  we  do  that  as  a  10-year  measure,  and  in- 
deed, last  year  when  we  did  the  section  709  report,  we  interpreted 
the  law  so  that  if  it  dropped  to  20  percent  within  the  10-year  short- 
term  period,  that  would  be  when  we  sent  this  special  notice  to  Con- 
gress. 

So  yes,  there  is  an  official  test  of  short-term  adequacy.  With 
something  like  the  disability  fund,  now,  if  the  exact  proposal  is  de- 
signed to  get  the  reserve  ratio  up  to  100  percent  and  then  keep  it 
there  for  the  balance  of  the  10  years,  and  that  is  one  reason  why 
it  is  set  where  it  is,  because  it  actually  raises  it  above  the  100  per- 
cent to  almost,  it  looks  like  close  to  150  percent,  but  that  is  nec- 
essary in  order  that  it  stay  above  100  as  it  starts  coming  down  over 
the  10  years,  and  then  exhaustion  comes  in  2020. 

The  second  reason  for  that  is  that  it  gives  more  than  adequate 
time  during  this  short-term  period  to  get  the  studies  done  and 
hopefully  have  proposals  that  would  fix  it  for  the  long  term. 

Mr.  BUNNENG.  Thank  you,  Mr.  Chairman. 

Mr.  Ross.  Thank  you. 

Chairman  Jacobs.  Mr.  Pickle. 

Mr.  Pickle.  Mr.  Chairman,  I  do  not  have  any  questions  except 
to  welcome  Mr.  Ross  back  to  the  committee.  It  is  refi^eshing  to  see 
you  and  some  of  these  old-timers  come  back  year  after  year,  almost 
decade  after  decade.  [Laughter.] 

Mr.  Ross.  Well,  it  is  refreshing  to  be  here  and  to  have  the  same 
people  to  deal  with. 

Mr.  Pickle.  Mr.  Jacobs  and  I  could  not  help  but  observe,  when 
we  looked  out,  that  witnesses  later  are  to  be  Mr.  Ball  and  Mr. 
Myers  and  Dr.  Flemming,  and  we  tried  to  recall  how  long  they 
have  been  fighting  this  battle,  and  I  suggested  to  him  that  we 
ought  to  say  that  after  they  reach  90,  they  will  be  excused  of  all 
taxes  on  the  Social  Security  program.  Mr.  Jacobs  said,  "Well,  at 
that  point,  we'll  officially  declare  them  dead  and  they  can  still  get 
benefits."  But  we  do  thank  all  of  you,  and  I  thank  you,  particularly. 

Chairman  Jacobs.  No  secrets  on  this  committee. 

Mr.  Jefferson. 

Mr.  Jefferson.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Ross,  I  have  not  encountered  you  before  and  I  am  glad  to 
meet  you. 

I  wonder,  though,  as  I  listen  to  the  recommendation,  whether — 
I  suppose  there  has  been  a  conclusion  that  making  the  transfer  as 
you  have  discussed  it  here  will  have  no  effect  on  the  fund  from 
which  the  transfer  is  made? 

Mr.  Ross.  That  is  not  correct.  The  effect  of  the  reallocation  would 
be  that  in  the  short  term,  the  old-age  and  survivors  would  continue 
to  meet  the  test  of  solvency,  but  in  the  long  term,  the  date  of  ex- 
haustion of  the  fund  would  be  advanced  from  2044  to  2037,  so  it 
would  be  exhausted  in  the  long  term  7  years  earlier.  So  it  does 
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have  an  adverse  financial  effect  on  the  old-age  and  survivors  fund, 
but  it  is  in  the  long  term. 

Mr.  Jefferson.  So  this  recommendation  is  not  made  because  the 
fund  can  essentially  do  without  it.  It  is  made  because  you  do  not 
want  to  recommend  anything  higher  and  we  have  an  increase  to 
get  to  what  you  see  as  a  problem,  short-term  problem? 

Mr.  Ross.  Well,  we  feel  that  because  we  do  not  have  enough  in- 
formation to  do  a  long-term  proposal  that  the  prudent  thing  would 
be  to  meet  short-term  solvency  so  that  both  funds  meet  the  10-year 
test,  and  then  to  work  on  the  long-term  problems  of  both  funds. 
That  is  the  basic  thinking  behind  it. 

Mr.  Jefferson.  We  talked  about  an  area  where  we  had  more 
growth  in  taxation  than  anyone  knows  about  for  middle  class 
Americans,  far  more  than  any  other  form  of  taxation  that  the  Fed- 
eral Government  engages  in,  anyway.  It  just  seems  that  it  has  not 
seemed  to  fix  the  problem  and  we,  in  fact,  are  now,  from  what  you 
tell  me,  worsening  the  problem  in  one  fund,  as  we  try  in  short-term 
to  fix  it  in  another. 

Let  me  ask  you  this. 

Mr.  Ross.  Could  I  just  say  one  thing.  This  reallocation  would  not 
raise  the  tax  rate  at  all. 

Mr.  Jefferson.  I  understand  that. 

Mr.  Ross.  The  overall  rate  would  remain  the  same  from  the 
standpoint  of  the  taxpayer. 

Mr.  Jefferson.  Did  you  say  that  the  structural  economy,  eco- 
nomic changes  are  now  contributing  to  the  DI  program  growth? 

Mr.  Ross.  There  is  a  feeling,  and  it  is  sort  of  reflected  in  the  re- 
port issued  last  December  and  then  Commissioner  Enoffs  testi- 
mony, which  I  agree  with.  A  lot  of  the  changes  taking  place  in  the 
economy  are  having  some  influence  on  the  growing  number  of  ap- 
plications and  the  additional  grants  and  awards,  yes. 

Mr.  Jefferson.  If  you  can  gauge  them,  what  are  the  implica- 
tions, then,  if  we  tie  this  to  what  we  think  are  economic  ramifica- 
tions now?  Do  you  see  it  getting  better  or  worse  down  the  line?  Is 
next  year  going  to  be  worse  than  this  year?  Are  we  going  to  have 
to  address  it  further?  What  are  the  implications  of  it? 

Mr.  Ross.  It  is  very  difficult  to  know  because  I  have  looked  at 
the  experience  of  other  countries  with  disability  programs  also,  and 
they  also  display  these  recurring  problems  and  fluctuations.  Dis- 
ability, unlike  old  age,  is  a  much  harder  determination  to  make. 
The  criteria  we  use  have  been  changed  from  time  to  time  and  the 
administrative  problems  created  by  applying  the  criteria  are  more 
difficult  than  simply  determining  whether  somebody,  say,  has 
reached  age  65,  where  you  can  usually  determine  pretty  exactly 
what  a  person's  age  is. 

Therefore,  the  program  tends  to  change  from  time  to  time  as  so- 
ciety changes  and  people's  perceptions  change,  not  just  in  our  soci- 
ety but  in  any  society  which  has  such  a  program.  Until  we  see 
these  studies  that  give  some  explanation  for  this  recent  very  rapid 
increase,  I  am  reluctant  to  try  to  bottom-line  what  I  think  is  at 
work  here.  I  think  it  is  quite  complex. 

Mr.  Jefferson.  Do  you  think  one  of  the  factors  is  that  people  are 
less  disabled,  if  you  will,  those  who  are  going  on  disability  today, 
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than  those  who  were  going  on  disability  some  time  in  the  recent 
past? 

Mr.  Ross.  Not  necessarily.  I  think  if  you  look  at  the  data,  there 
is  more  that  is  tied  in  with  mental  impairments  and  that  may  have 
something  to  do  with  changing  stresses  and  perceptions  in  society. 
There  are  those  who  feel  that  area  is  one  of  the  areas  that  needs 
to  be  looked  at  carefully. 

Mr.  Jefferson.  The  study  you  talk  about,  it  is  underway,  I 
guess.  How  long  before  you  expect  it  is  concluded? 

Mr.  Ross.  Well,  the  information  that  was  given  last  December 
was  quite  detailed  in  some  ways,  but  not  everything  you  would 
want.  Commissioner  Enoflf  said  today,  which  I  hope  turns  out  to  be 
the  case,  that  there  will  be  more  information  by  the  end  of  this 
year  and  more  coming  thereafter. 

I  would  hope  that  it  would  be  completed  within  a  couple  of  years, 
I  would  say  that  based  on  my  work  on  disability  reform  legislation 
in  the  late  1970s  as  Commissioner  that  it  is  certainly  going  to  take 
at  least  a  year  to  have  anything  very  substantial.  It  should  be  do- 
able, though,  within  2  years.  So  somewhere  between  1  and  2  years 

1  would  hope  we  would  have  very  good  information  to  evaluate. 

I  would  say  that  as  public  trustee,  I  certainly  will  use  whatever 
powers  I  have  in  that  job  to  encourage  the  administration  trustees 
to  come  up  with  something  within  that  timeframe  of  the  next  1  to 

2  years. 

Mr.  Jefferson.  And  at  that  time  we  would  have  an  explanation 
of  why  the  disability  claims  are  rising  as  they  are,  to  the  extent 
that  they  are  rising  as  they  have  been? 

Mr.  Ross.  We  would  hope  so. 

Chairman  Jacobs.  Mr.  Houghton. 

Mr.  Houghton.  I  have  no  questions. 

Chairman  Jacobs.  They  have  covered  my  questions,  so  we  thank 
you  very  much  for  your  contribution. 

Mr.  Ross.  Thank  you.  My  pleasure  to  be  here  today. 

Chairman  Jacobs.  Thank  you. 

Now  the  U.S.  General  Accounting  Office  will  give  testimony  in 
the  person  of  Jane  Ross,  Associate  Director,  Income  Security  Is- 
sues, accompanied  by  Barry  Tice,  Assistant  Director,  oddly  enough. 

Ms.  Ross?  We  are  getting  a  redundancy  of  Rosses  here  today,  and 
we  are  pleased  with  it. 

STATEMENT  OF  JANE  L.  ROSS,  ASSOCIATE  DIRECTOR,  INCOME 
SECURITY  ISSUES,  HUMAN  RESOURCES  DIVISION,  U.S.  GEN- 
ERAL ACCOUNTING  OFFICE,  ACCOMPANIED  BY  BARRY  TICE, 
ASSISTANT  DIRECTOR,  DISABILITY  PROGRAMS 

Ms.  Ross.  Yes,  sir.  We  are  not  related. 

I  would  ask  to  submit  my  full  statement  for  the  record  and  I  will 
try  and  summarize  it  briefly  for  you. 

First,  let  me  say  thank  you  for  inviting  me  to  testify  on  the  sta- 
tus of  the  Social  Security  Disability  Insurance  Trust  Fund.  That 
tinst  fund  will  be  exhausted  sooner  than  expected,  in  large  part  be- 
cause the  number  of  DI  beneficiaries  has  grown  faster  than  ex- 
pected. To  increase  the  funding,  the  trustees  of  the  fund  have  rec- 
ommended giving  the  DI  fund  a  larger  share  of  the  Social  Security 
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payroll  tax.  We  support  that  recommendation.  The  Congress  will  be 
asked  to  enact  legislation  implementing  this  reallocation. 

In  my  testimony  today,  I  will  highlight  the  primary  factors  that 
have  contributed  to  today's  rising  number  of  beneficiaries  and  thus 
to  the  earlier  exhaustion  of  the  trust  fund. 

First,  people  are  applying  for  DI  at  a  higher  rate.  Second,  a  high- 
er percentage  of  these  applicants  receive  benefits,  and  third,  lower 
percentages  of  beneficiaries  leave  the  rolls. 

I  will  also  talk  about  the  changing  composition  of  the  people  who 
are  receiving  DI  benefits,  and  finally,  I  will  discuss  the  uncertainty 
about  whether  recent  trends  related  to  DI  growth  will  continue. 

As  you  can  see  in  table  1  in  my  testimony,  more  persons  are  re- 
ceiving disability  benefits  today  than  ever  before.  In  part,  the  num- 
ber of  beneficiaries  is  large  because  the  number  of  workers  insured 
for  disability  is  at  an  all-time  high.  But  in  addition  to  the  size  of 
the  insured  population,  there  are  three  broad  factors  that  contrib- 
ute to  the  growth:  the  number  of  insured  persons  who  apply  for 
benefits,  the  number  of  those  applicants  who  receive  benefits,  and 
the  number  of  beneficiaries  who  leave  the  rolls  in  a  particular  year, 

I  will  take  a  moment  to  discuss  each  of  these  factors.  First,  as 
you  can  see  in  figure  1,  the  rate  at  which  employed  persons  apply 
for  benefits  has  been  growing  rapidly  since  1989.  While  there  are 
several  factors  which  may  contribute  to  this,  one  important  factor 
is  the  economic  downturn.  Increased  outreach,  particularly  for  the 
SSI  program,  may  also  have  contributed  by  making  people  more 
aware  of  disability  benefits. 

Then  turning  to  the  award  rate,  almost  half  of  the  current  DI  ap- 
plicants are  found  eligible  to  receive  benefits,  and  we  show  that  in 
figure  2.  This  represents  a  substantial  increase  in  the  rate  of 
awards  from  the  low  levels  of  the  1980s.  This  increase  in  the  award 
rate  is  due  in  part  to  adm'inistrative  initiatives  and  to  changes 
mandated  by  the  Congress  and  the  courts  in  the  way  that  disability 
decisions  are  made. 

Finally,  as  shown  in  figure  3,  the  termination  rate  has  been  in 
general  decline  for  more  than  20  years,  except  for  the  early  1980s 
when  SSA  performed  record  numbers  of  continuing  disability  re- 
views. Much  of  the  decline  in  the  termination  rate  is  due  to  bene- 
ficiaries receiving  disability  benefits  at  a  younger  age,  then  remain- 
ing on  the  rolls  longer  than  in  the  past. 

Our  overall  assessment  of  the  impact  of  these  three  trends  is 
that  the  DI  fund  warrants  careful  monitoring.  While  we  may  not 
need  to  consider  major  program  changes  at  this  point,  we  need  to 
evaluate  whether  the  recent  unanticipated  program  growth  will 
continue,  and  may  want  to  revisit  issues  related  to  the  DI  program 
in  a  few  years. 

While  the  number  of  beneficiaries  is  rising,  the  type  of  person  re- 
ceiving disability  benefits  is  changing  as  well.  In  the  1970s,  the 
typical  new  beneficiary  was  a  male,  over  50  years  old,  who  had 
worked  steadily  until  a  heart  condition  disabled  him.  Today,  new 
beneficiaries  are  likely  to  be  younger,  to  be  suffering  from  mental 
impairments,  and  receiving  SSI  to  supplement  their  DI  benefits. 

To  expand  on  this  point,  by  1991  about  a  quarter  of  all  DI 
awards  were  made  primarily  on  the  basis  of  mental  impairment. 
Also,  since  the  mentally  impaired  beneficiary  is  generally  younger 
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than  the  physically  impaired  beneficiary,  the  average  age  of  bene- 
ficiaries has  dropped  to  under  50. 

Finally,  40  percent  of  new  DI  beneficiaries  receive  SSI  benefits, 
as  well.  Their  need  for  supplementary  SSI  benefits  indicates  that 
these  new  DI  awardees  have  less  extensive  work  histories  than 
their  predecessors. 

Now,  although  both  GAO  and  HHS  can  identify  the  changes  oc- 
curring in  the  disability  program,  we  lack  the  information  that  is 
needed  to  explain  them.  In  particular,  to  what  degree  are  the 
growth  and  the  changes  related  to  societal  factors  such  as  the  in- 
crease in  certain  types  of  impairments  and  to  what  degree  have 
they  been  influenced  by  changes  in  program  rules  and  operations? 

The  trustees  have  recommended  that  an  extensive  research  pro- 
gram be  undertaken  and  HHS  is  currently  developing  such  a  pro- 
gram. Also,  as  you  know,  the  Ways  and  Means  Committee  has  re- 
quested a  comprehensive  review  of  the  disability  program  by  the 
National  Academy  of  Social  Insurance.  The  Congress  needs  better 
information  on  the  causes  for  growth  and  changes  in  the  rolls  in 
order  to  be  ready  to  evaluate  future  decisions  on  DI. 

We  support  the  call  for  a  series  of  studies  and  recommend  that 
HHS  work  closely  with  the  subcommittee  on  its  agenda.  GAO  will 
be  glad  to  assist  the  subcommittee  as  it  exercises  its  oversight  re- 
sponsibility for  these  studies. 

Mr.  Chairman,  this  concludes  my  statement.  I  will  be  glad  to  an- 
swer any  questions  you  may  have. 

[The  prepared  statement  follows:] 
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Statement  of  Jane  L.  Ross 

Associate  Director,  Income  Security  Issues 

Human  Resources  Division 

Mr.  Chairman  and  Members  of  the  Subcommittee, 

Thank  you  for  inviting  me  to  testify  on  the  status  of  the  Social 
Security  Disability  Insurance  (DI)  Trust  Fund.   In  April  1993, 
the  Fund's  Trustees  projected  that  the  Fund  will  reach  exhaustion 
in  1995,  in  large  part  because  the  number  of  DI  beneficiaries  has 
grown  faster  than  expected.   To  strengthen  the  Fund,  the  Trustees 
have  recommended  giving  the  DI  Fund  a  larger  share  of  the  total 
Social  Security  payroll  tax.   The  proposed  reallocation  would 
provide  additional  funding  for  the  DI  Fund  to  keep  it  solvent 
through  2020.^   The  Congress  will  be  asked  to  enact  legislation 
implementing  this  reallocation. 

In  ray  testimony  today,  I  will  highlight  the  primary  factors  that 
have  contributed  to  today's  rapidly  rising  level  of 
beneficiaries,  and  thus  to  the  projected  exhaustion  of  the  DI 
Fund.   First,  people  are  applying  for  DI  at  a  higher  rate. 
Second,  a  higher  percentage  of  these  applicants  receive  awards. 
Third,  lower  percentages  of  beneficiaries  leave  the  rolls.   I 
will  also  discuss  the  changing  composition  of  the  DI  rolls.   For 
example,  persons  joining  the  rolls  today  are  more  likely  to 
suffer  from  mental  disabilities,  to  be  younger,  and  to  have 
relatively  lower  earnings  than  those  who  came  on  the  rolls  in  the 
past. 

Finally,  I  will  discuss  the  uncertainty  about  whether  recent 
trends  will  continue,  level  off,  or  reverse  themselves. 
Unfortunately,  information  necessary  to  understand  the  causes  of 
recent  trends  is  not  currently  available  and  cannot  be  timely 
obtained.   As  a  result,  neither  the  Department  of  Health  and 
Human  Services  (HHS),  nor  we  can  provide  you  today  with  clear 
indications  of  the  program's  future  path. 

To  aid  the  Congress  in  gaining  a  clearer  picture  of  the  future  of 
DI,  HHS  should  work  closely  with  this  Subcommittee  to  develop  a 
plan  for  gathering  and  analyzing  the  information  necessary  to 
better  understand  this  program.   We  would  be  delighted  to  work 
with  the  Subcommittee  in  reviewing  HHS ' s  results. 

GROWING  NUMBER  OF  DISABILITY  BENEFICIARIES 

More  persons  are  receiving  disability  benefits  today  than  ever 
before.   With  the  exception  of  a  few  years  in  the  late  1970s  and 
early  1980s,  the  number  of  disabled  worker  beneficiaries  has  been 
increasing  since  the  program  began  in  1957. 

Although  I  have  been  asked  to  focus  on  the  DI  program  in  this 
testimony,  I  want  first  to  point  out  that  both  of  SSA's 
disability  programs--DI  and  the  Supplementary  Security  Income 
(SSI)  program  for  poor  disabled  persons--have  grown  significantly 
in  the  last  two  decades.   (See  table  1.) 


'  The  recommended  change  would  increase  the  share  of  the  tax  for 
DI  from  0.6  percent  of  wages  to  0.875.   The  overall  Social 
Security  tax  of  6.2  percent,  payable  by  employers  and  employees, 
would  not  be  affected.   The  tax  proceeds  and  interest  allocated 
to  the  Old  Age  and  Survivors  Insurance  Fund  would  be 
correspondingly  reduced. 
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Table  1:   Number  of  Disabled  Adults  Receiving  Federal 
Disability  Benefits  at  End-of-Year  (thousands)* 

Program    1970     1975     1980    1985    1990    1991    1992 

DI"    1,493    2,489    2,859   2,657   3,011   3,194   3,468 

SSI=     --"     1,678    1,743   1,841   2,418   2,600   2,843 
*  Concurrent  beneficiaries  are  reflected  in  both  numbers.   Such 
beneficiaries  receive  DI  benefits  below  the  SSI  monthly  income 
guarantee,  then  receive  the  balance  from  SSI. 

'  Excludes  disabled  adult  dependents. 

"   Excludes  disabled  adults  65  and  older. 

"  The  SSI  program  did  not  pay  benefits  until  1974. 

In  the  DI  program,  the  number  of  workers  insured  for  disability 
is  at  an  all  time  high,  so  it  is  not  surprising  that  the  number 
of  beneficiaries  has  increased  somewhat.   In  addition  to  changes 
in  the  insured  population,  the  size  of  the  DI  rolls  is  influenced 
by  three  general  factors:  the  number  of  insured  who  apply  for 
benefits,  the  number  of  applicants  who  receive  awards,  and  the 
number  of  beneficiaries  who  leave  the  program. 

Figure  1:  History  of  DI  Application  Rate  Since  1970 
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In  October  1 981 ,  SSA  changed  Its  administrative  computer  system  to  more  accurately  track 
workloads.  SSA  estimates  thai  these  changes  reduced  the  reported  number  ot  applications  by  about 
1 1  percent.  Although  these  changes  have  an  unknown  ettect  on  prior  years'  experience,  data 
adjusted  by  1 1  percent  for  prior  years  are  shown  for  comparison. 


I  will  take  a  moment  to  examine  each  of  these  factors.   First,  as 
shown  in  figure  1,  the  rate  at  which  insured  persons  apply  for 
benefits  has  been  growing  rapidly  since  1989.    One  important 
contributing  factor  may  be  the  economic  downturn  that  began  in 
1990.   In  times  of  high  unemployment,  when  impaired  persons  lose 
their  jobs,  they  often  find  it  difficult  to  obtain  new  ones. 
Hence,  they  apply  for  DI .   Similarly,  increased  outreach  by  SSA 
and  disability  advocates--particularly  for  the  SSI  program--may 
have  made  more  people  aware  of  disability  benefits.   Because 
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persons  who  apply  for  SSI  are  considered  for  DI  at  that  time, 
increases  in  the  former  program  may  lead  to  increases  in  the 
latter.   Today,  almost  half  of  the  persons  applying  for  DI 
benefits  apply  for  SSI  benefits  at  the  same  time,  up  from  about  a 
third  in  1980.   Finally,  applicants  are  more  likely  to  be  awarded 
benefits,  which  may  encourage  more  persons  to  apply. 

Turning  from  the  application  rate  to  the  award  rate,  almost  half 
of  current  DI  applicants  are  found  eligible  to  receive  benefits, 
as  shown  in  figure  2.  This  represents  a  substantial  increase  in 
the  rate  of  awards  from  the  low  levels  of  the  1980s.  Rates  today 
more  closely  resemble  those  of  the  1970s  than  those  of  the  early 
1980s. 

Figure  2:  History  of  DI  Award  Rate  Since  1970 
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See  note  on  figure  1  regarding  change  to  SSA's  administrative  computer  system.  The  adjustments 
made  to  applications  phor  to  1 981  in  figure  1  also  affect  these  data. 


This  increase  is  due  in  part  to  changes  mandated  by  the  Congress 
and  the  courts,  and  administrative  initiatives  undertaken  by  the 
agency,  in  the  way  disability  decisions  are  made.^   The  higher 
award  rate  may  also  be  due  in  part  to  more  people  winning  their 
appeals  before  administrative  law  judges,  who  now  allow  more  than 
two-thirds  of  their  cases. 

Finally,  as  shown  in  figure  3,  the  termination  rate  has  been  in 
general  decline  for  more  than  20  years,  except  during  the  early 
1980s  when  SSA  performed  record  numbers  of  continuing  disability 


'  The  1984  amendments  to  the  Social  Security  Act,  its 
implementing  regulations,  and  court  cases  have  mandated  (1)  new 
criteria  for  evaluating  mental  impairment  disabilities  to  better 
judge  an  applicant's  ability  to  work  in  a  competitive 
environment;  (2)  greater  emphasis  on  the  opinion  of  the 
applicant's  treating  physician--who  is  assumed  to  understand  the 
applicant's  limitations  better  than  physicians  paid  by  SSA  to 
examine  claimants;  (3)  better  consideration  of  the  combined 
effects  of  an  applicant's  multiple  impairments;  and  (4)  greater 
emphasis  on  the  role  of  pain  in  restricting  an  applicant's 
ability  to  work. 
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reviews  (CDRs) 


Since  1985,  SSA  has  conducted  fewer  CDRs  and 


terminated  benefits  for  smaller  percentages  of  those  reviewed. 
Over  this  period,  less  than  5  percent  of  those  leaving  the  rolls 
have  done  fo  because  of  CDRs. 

Figure  3:  History  of  PI  Termination  Rate  Since  1970 
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Today,  almost  all  terminations  are  due  to  the  beneficiaries' 
deaths  or  their  leaving  the  DI  program  at  age  65,  when  the  Old 
Age  and  Survivors  Insurance  Fund  begins  to  pay  retirement 
benefits.   Much  of  the  decline  in  the  termination  rate  is  due  to 
beneficiaries'  receiving  disability  benefits  at  a  younger  age, 
and  remaining  on  the  rolls  longer  than  in  the  past.   The 
percentage  of  beneficiaries  on  the  rolls  for  more  than  15  years 
has  almost  tripled  since  1980. 

Our  overall  assessment  of  the  impact  of  these  trends  is  that  the 
DI  fund  warrants  careful  monitoring.   We  need  to  evaluate  whether 
the  recent  unanticipated  program  growth  will  continue. 

CHANGING  COMPOSITION  OF  THE  ROLLS 

While  the  number  of  beneficiaries  is  rising,  the  type  of  person 
receiving  disability  benefits  is  changing  as  well.   In  the  1970s, 
the  typical  new  beneficiary  was  a  male  over  fifty  years  old  who 
had  worked  steadily  until  either  heart  or  musculoskeletal 
conditions  disabled  him.   Today,  the  program  is  evolving  so  that 
more  new  beneficiaries  are  younger,  suffering  from  mental 
impairments,  and  receiving  SSI  to  supplement  their  DI  benefits. 

The  number  of  benefits  awarded  on  the  basis  of  mental  impairment 
has  generally  grown  faster  than  total  awards.   While  total  awards 
per  year  have  not  quite  doubled  in  the  last  ten  years,  the  number 


^  In  CDRs,  SSA  reviews  the  disability  status  of  beneficiaries  to 
determine  whether  they  remain  eligible  for  benefits.   In  1984, 
the  Congress  mandated  that  SSA  must  prove  a  beneficiary's 
condition  has  improved  enough  to  enable  a  return  to  work  before 
it  can  terminate  benefits. 
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of  mental  awards  has  quadrupled."   By  1991,  24  percent  of  all  DI 
awards  were  made  primarily  on  the  basis  of  mental  impairment.   In 
comparison,  only  11  percent  of  DI  awards  in  1982  were  due  to 
mental  impairment. 

The  mentally  impaired  beneficiary  is  generally  younger  than  the 
physically  impaired  beneficiary;  three-fourths  of  mental 
impairment  awards  go  to  beneficiaries  under  50.   Because  these 
beneficiaries  are  generally  younger  and  in  better  physical 
health,  they  will  likely  remain  on  the  rolls  longer  than  their 
predecessors . 

Also,  the  socioeconomic  profile  of  beneficiaries  may  be  changing. 
The  number  of  new  DI  beneficiaries  who  receive  SSI  has  increased 
to  40  percent  of  new  beneficiaries  in  1992,  up  from  24  percent  in 
1982.^  Their  need  for  supplementary  SSI  benefits  indicates  that 
these  new  DI  awardees  have  less  extensive  work  histories  than 
their  predecessors. 

QUESTIONS  RAISED  BY  THESE  CHANGES 
MUST  BE  RESOLVED 

Although  both  GAG  and  HHS  can  identify  changes  occurring  in  the 
disability  program,  we  lack  information  needed  to  explain  them. 
For  example,  we  know  that  increasing  mental  impairment  awards  are 
having  a  significant  impact  on  the  award  rate,  but  we  do  not 
fully  understand  what  is  causing  the  increase.   In  addition  to 
the  mandated  changes  in  SSA's  criteria  for  deciding  mental 
impairment  disability,  other  contributing  factors  may  include 
increasing  mental  illness  in  the  population,  or  the  likelihood 
that  mental  impairments  are  increasingly  being  recognized  and 
diagnosed.   Because  we  cannot  quantify  the  extent  to  which  these 
factors  have  contributed  to  the  increase  in  awards,  we  cannot 
predict  whether  this  upward  trend  will  continue,  level  off,  or 
reverse  itself. 

The  questions  raised  by  the  growth  in  mental  impairment  cases  are 
relevant  to  the  entire  caseload.   To  what  degree  are  the  growth 
and  changes  related  to  societal  factors  and  to  what  degree  have 
they  been  influenced  by  changes  in  program  rules  and  operations? 
The  Trustees  have  recommended  that  an  extensive  research  program 
be  undertaken,  and  HHS  is  currently  developing  an  agenda  designed 
to  answer  some  of  these  questions.   Also,  the  Ways  and  Means 
Committee  has  requested  a  comprehensive  review  of  the  disability 
program  by  the  National  Academy  of  Social  Insurance  to  reexamine 
current  disability  policy. 

More  information  and  reviews  are  needed.   The  DI  Trust  Fund 
requires  additional  funding  to  meet  the  short-range  test  of 
financial  adequacy.   However,  over  the  longer  range,  still  more 
funds  may  be  needed.   To  prepare  now  for  future  decisions,  the 
Congress  needs  better  information  on  the  causes  for  growth  and 
change  in  the  rolls. ^ 


'  This  is  not  to  suggest  that  such  growth  is  inappropriate, 
however.   In  1983,  SSA  began  to  liberalize  its  criteria  for 
evaluating  mental  impairment  disabilities,  partly  in  response  to 
a  court  decision.   The  1984  amendments  to  the  Social  Security  Act 
and  its  implementing  regulations  formalized  the  more  liberal 
criteria . 

^  Data  do  not  include  awards  by  administrative  law  judges  or 
courts . 

^  Such  information  could  also  assist  in  deciding  the  future 
direction  of  the  SSI  program,  which  is  also  experiencing  rapid 
growth. 
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Therefore,  we  support  the  Trustees'  recommendation  and  suggest 
that  HHS  work  closely  with  this  Subcommittee  on  its  plans  to 
identify  the  causes  for  growth  and  change  in  the  disability 
program.   GAO  will  be  glad  to  assist  the  Subcommittee  as  it 
exercises  its  oversight  responsibility  for  these  studies. 


Mr.  Chairman,  this  concludes  my  statement.   I  will  be  glad  to 
answer  any  questions  you  or  Members  of  the  Subcommittee  may  have. 
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Chairman  Jacobs.  Thank  you,  Ms.  Ross. 

Mr.  Bunning. 

Mr.  Bunning.  Ms.  Ross,  we  have  had  30  years  of  experience  with 
the  disabiHty  program,  and  we  have  such  poor  information  or  so  ht- 
tle  information  on  why  we  have  such  fluctuation  from  one  year  to 
another  in  the  claims  that  are  filed.  Even  with  the  best  of  studies 
from  HHS  or  whoever  does  the  study,  do  you  think  we  will  ever 
be  able  to  get  an  answer  to  why  we  have  such  big  fluctuation  in 
the  disability  claims? 

I  mean,  if  we  do  20  more  studies,  what  makes  you  think  we  are 
going  to  be  able  to  find  an  answer  to  the  fact  that  this  year  we  will 
have  700,000  and  next  year  we  will  have  450,000  or  down  the  line. 
Is  it  economic  or  what? 

Ms.  Ross.  I  think  there  are  a  couple  of  important  studies  that 
may  not  have  been  done  in  the  past  that  may  make  a  contribution. 
I  am  not  saying  that  we  will  be  able  to  explain  all  of  what  affects 
the  application  rate  or  the  allowance  rate,  but  I  think  we  can  get 
a  better  sense  of  the  relative  importance  of  the  variety  of  factors. 

People  are  not  puzzled  about  the  whole  list  of  things  that  are 
possibly  contributing.  It  is  how  important  each  factor  is,  and  in 
particular,  the  rate  of  things  like  the  economy.  There  had  been 
some  work  in  the  early  1980s  and  in  the  late  1970s  that  studied 
this  issue,  but  more  refined  studies  need  to  be  done.  Those  were 
pieces  of  work  that  could  be  done  in  a  more  sophisticated  way  now 
and  perhaps  we  will  be  able  to  answer  the  question  about  the  asso- 
ciation between  the  economy  and  program  applications.  And  there 
are  others  of  these,  both  societal  factors  like  the  prevalence  of  cer- 
tain diseases,  as  well  as  program  factors  or  changes  that  are  made 
in  the  program,  that  you  could  try  and  calculate  the  degree  to 
which  they  make  a  contributidn. 

That  is  the  long  answer.  The  short  answer  is  I  think  there  are 
a  couple  of  important  pieces  of  work  that  could  be  done  that  would 
help  us  know  the  answer  more  precisely. 

Mr.  Bunning.  The  issue  is  the  definition  of  who  is  disabled.  How 
is  it  defined  and  at  what  percentage  of  disability?  Obviously,  there 
is  not  a  percentage  of  disability  built  into  law.  There  is  no  flexibil- 
ity there.  If  we  had  that  kind  of  flexibility,  do  you  think  we  would 
get  a  better  handle  on  how  we  should  pay  this?  Rather  than  totally 
pay  100  percent  disability,  should  we  pay  10  percent,  20,  or  50,  on 
down  the  line? 

Ms.  Ross.  I  think  there  are  a  couple  of  studies  that  you  might 
want  to  do  in  the  area  of  how  to  make  the  disability  determina- 
tions. One  of  them  might  be  to  look  at  things  like  the  Veterans  Ad- 
ministration system.  That  is  a  very  different  kind  of  thing.  It  is 
meant  to  do  something  quite  different,  in  terms  of  the  benefits  pro- 
vided. 

It  might  be  worth  looking  at  a  variety  of  definitions,  including  a 
functional  definition  of  disability.  Since  this  is  a  program  that  is 
designed  to  pay  benefits  when  people  are  unable  to  work,  you 
might  want  to  have  a  definition  that  relates  more  directly  to  one's 
ability  to  do  work,  rather  than  their  physical  impairments. 

Mr.  Bunning.  Do  you  think  that  the  fact  that  we  passed  the 
Americans  with  Disabilities  Act  will  have  any  affect  on  this? 
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Ms.  Ross.  I  think  that  the  passage  of  the  ADA  reflects  a  change 
in  the  way  we  look  at  people  who  are  disabled  and  that  we  no 
longer  are  talking  so  much  about  an  early  retirement  program  for 
people  who  left  hard  labor  or  heavy  types  of  employment.  Now  we 
are  talking  about  younger  people  and  trying  to  think  about  how  to 
move  them  back  into  the  work  force.  So  I  think  the  ADA  helps  to 
change  the  environment  in  which  we  are  thinking  about  the  dis- 
abihty  program. 

The  study  that  your  subcommittee  and  the  Ways  and  Means 
Committee  is  supporting  at  the  National  Academy  is  probably  look- 
ing at  this  whole  issue  of  how  we  look  at  disability,  and  whether 
it  IS  time  to  change. 

Mr.  BUNNING.  Thank  you. 

Chairman  Jacobs.  Mr.  Houghton. 

Mr.  Houghton.  No,  nothing. 

Chairman  Jacobs.  Then  the  committee  thanks  Ms.  Ross,  Mr. 
Tice.  Your  contribution,  as  usual,  has  enriched  the  record. 

Our  next  witness  is  the  Honorable  Arthur  S.  Flemming,  former 
Secretary  of  HEW,  former  member  of  the  National  Security  Council 
under  President  Eisenhower,  when  President  Eisenhower  and  the 
Council  decided  not  to  get  us  into  the  Vietnam  war  back  in  the 
1950s.  Because  of  those  and  other  things,  you  are  very  welcome. 

STATEMENT  OF  HON.  ARTHUR  S.  FLEMMING,  CHAIR,  SAVE 
OUR  SECURITY  COALITION  AND  FORMER  SECRETARY,  U.S. 
DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE 

Mr.  Flemming.  I  appreciate  appearing  before  the  subcommittee. 
I  am  happy  to  appear  before  it  to  state  the  views  of  the  Save  Our 
Security  Coalition  on  the  recommendations  made  by  the  Board  of 
Trustees  of  the  Social  Security  Trust  Fund. 

I  can  summarize  that  part  of  my  testimony  because  I  simply  re- 
state what  the  recommendation  is  and  we  favor  the  recommenda- 
tion of  the  board  of  trustees,  both  for  the  shifting  of  the  rates  and 
for  the  fund.  But  we  feel  that  we  should  also  comment  on  the  up- 
to-date  views  relative  to  the  current  and  prospective  backlog  of  dis- 
ability cases. 

Incidentally,  in  my  testimony  there  is  a  typo  there  on  the  first 
page.  I  am  not  talking  about  1933,  it  is  1993,  although  I  do  go  back 
to  1933. 

It  is  common  knowledge  that  the  current  backlog  of  the  first  fil- 
ings on  disability  cases  is  over  700,000  and  the  backlog  of  appeals 
at  the  end  of  February  was  slightly  over  300,000.  This  means  that 
the  average  waiting  time  on  initial  disability  claims  is  now  3  to  4 
months.  The  average  waiting  time  on  appeals  cases  over  a  year. 

A  few  days  ago,  the  President  submitted  his  budget  for  1994  and 
estimated  in  that  budget  that  the  backlog  of  initial  disability 
claims  would  be  1,320,000  at  the  end  of  1994.  This  means  that  the 
average  waiting  time  on  initial  claims  will  be  7  to  8  months,  con- 
servatively speaking,  and  the  average  waiting  time  on  appeals  will 
be  approximately  2  years. 

Last  year,  then  Social  Security  Commissioner  King,  in  appearing 
before  this  committee,  said  that  it  would  take  5,000  new  employees 
to  clear  up  this  backlog.  The  response  to  this  testimony  by  the  U.S. 
Government  has  been  to  make  available  several  hundred  positions. 
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I  am  not  sure  that  is  completely  accurate,  in  view  of  the  action 
taken  on  the  stimulus  budget. 

The  President's  latest  budget  presentation  would  obviously  create 
a  much  more  serious  situation,  as  it  calls  for  a  backlog  of  1.320  mil- 
lion. The  question  is  now  being  asked,  as  it  was  in  the  1980s, 
whether  the  Social  Security  Administration  could  cut  down  its 
backlog  by  following  a  tougher  policy  in  placing  people  on  disabil- 
ity. This,  it  seems  to  me,  is  a  diversion  tactic  designed  to  postpone 
until  tomorrow  the  facing  of  the  real  issue,  the  shortage  of  person- 
nel. Because  it  may  be,  as  a  result  of  studv  and  so  on,  changes  will 
be  made  in  the  standards  that  are  applied  in  determining  whether 
or  not  a  person  is  eligible. 

But  today  we  have  standards  that  are  in  existence  and  people 
are  making  application  in  the  light  of  those  standards  and  are 
being  told  to  wait  3  or  4  months  before  you  hear  from  us,  on  an 
average.  Or  a  determination  is  made  and  it  is  against  the  appli- 
cant, and  then  he  is  being  told  to  wait  for  a  year  or  more  on  an 
appeal  that  he  may  take. 

It  seems  to  me  that  we  have  a  very  real  problem  in  front  of  us, 
rather  than  to  people  having  confidence  in  this  form  of  government. 
We  passed  a  law,  we  have  established  regulations  under  that  law, 
people  having  good  faith  filed  applications  saying,  I  think  I  am  eli- 
gible, and,  therefore,  I  think  I  am  entitled  to  those  benefits. 

We  say  sit  around  for  3  or  4  months,  on  an  average,  and  then 
we  will  tell  you  something,  maybe.  Or  if  they  don't  like  or  don't 
agree  with  the  initial  decision,  then  we  say  to  them,  if  you  want 
to  exercise  the  right  of  appeal,  you  can,  but  sit  around  on  an  aver- 
age for  a  year  or  so,  and  then  we  will  tell  you  something  about  it. 

Now,  these  are  not  numbers.  These  are  people.  They  are  suffer- 
ing from  disability.  Some  of,  them  face  premature  death.  Some  of 
them  definitely  face  unnecessary  suffering  right  today,  and  it 
seems  to  me  that  if  people  are  going  to  lose  confidence  in  our  form 
of  government,  lose  confidence  or  get  completely  frustrated  in  our 
form  of  government,  we  should  take  action  to  correct  this  situation. 

I  hope  this  committee  will  not  only  act  on  the  shortfall  of  funds 
for  the  disability  trust  fund,  but  also  the  shortfall  of  personnel  for 
the  handling  of  disability  cases.  We  hope  that,  as  a  contribution  to 
this  problem,  this  committee  will  ask  for  quick  action,  as  I  know 
some  of  you  have  done,  on  the  proposal,  to  move  the  administrative 
budget  of  the  Social  Security  Administration  off  the  general  budget. 
That  would  help  as  far  as  title  II  cases  are  concerned. 

But  we  also  hope  that  you  will  ask  your  colleagues  on  the  Appro- 
priations Committee  for  quick  action  in  increasing  the  personnel  of 
the  Social  Security  Administration  by  at  least  5,000,  and  this  way, 
and  only  this  way,  we  can  replace  the  despair  with  hope  in  the 
lives  of  applicants  for  disability,  their  families  and  friends. 
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I  feel  very  keenly  about  this  particular  issue,  because  I  have  had 
the  opportunity  oi  serving  in  the  Government  over  a  good  many 
years,  and  I  believe  in  our  Government.  But  I  know  that  a  policy 
of  this  kind  is  putting  a  great  many  people  in  the  position  where 
they  do  not  believe  in  our  form  of  government,  where  they  are  com- 
pletely frustrated.  And  it  seems  to  me  that  we  are  a  wealthy 
enough  nation  and  we  are  a  wealthy  enough  government  to  get 
some  people  to  work  on  this  job  and  to  cut  down  this  backlog  to 
a  normal  figure.  It  is  certainly  not  at  a  normal  figure  at  the 
present  time. 

[The  prepared  statement  follows:! 
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STATEMENT  OF  ARTHUR  S.  FLEMMING,  CHAIR,  SAVE  OUR  SECURITY 
COALITION  AND  FORMER  SECRETARY  OF  HEALTH,  EDUCATION,  AND 

WELFARE 

I .  Introduction 

A.  I  am  happy  to  appear  before  the  Subcommittee  on  Social  Security  to 
state  the  views  of  the  Save  Our  Security  Coalition  on  the  recommenda- 
tion made  by  the  Board  of  Trustees  of  the  Social  Security  Trust  Fund. 

B.  In  addition,  I  would  like  to  discusa  briefly  the  current  and 
impending  backlogs  of  disability  cases. 

II.  Body 

A.  Under  Its  intermediate  economic  assumptions  the  Board  of  Trustees  has 
found  that  the  reacrvee  of  the  Disability  Insurance  Trast  Fund  will  be 
depleted  during  1995. 

1.  Therefore,  the  Board  of  Trustees  has  called  for  a  re-allocation 
of  0.275  per  cent  of  the  employer  and  employee  Social  Security 
pay  roll  tax,  each,  from  the  Old  Age  and  Survivors  Trust  ?und 
to  the  Disability  Insurance  Fund,  effective  for  1913  and  future 
years. 

2.  We  favor  the  recommendation  of  the  Board  of  Trustees. 

B.  We  also  favor  the  recommendation  by  the  Board  of  Trustees  that  the 
Department  of  Health  and  Human  Services  undertake  a  research  effort  • 

to  establish  the  causes  of  the  projected  Disability  Insurance  shortfall 

and  to  determine  whether  it  is  a  temporary  or  longer-term  problem.     | 

I 

C.  We  also  feel  that  we  should  bring  you  up-to-date  on  our  views  relative  ' 

to  the  current  and  prospective  backlog  of  disability  cases. 

1.   It  Is  coomon  knowledge  that  the  present  backlog  of  the  first 

filings  on  disability  cases  is  over  700,000  and  that  the  backlog 
of  appeals  Is  slightly  over  300,000. 
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a.  ThlB  mean*  that  the  average  waiting  time  on 
Initial  dlesblllty  clalciB  la  now  three  to  four 
monthe. 

b.  The  average  valtlng  tine  on  appeals  case*  la  over 
a  year. 

2.   A  few  days  ago  the  Prealdent  submitted  hit  budget  for  1994  and 
eatlmated  that  the  backlog  of  initial  disability  claim*  would  be 
1,320,000  at  the  end  of  1994. 

a.  ThiB  meana  that  the  average  waiting  time  on 

i 
initial  clalme  will  be  seven  to  eight  months. 

b.  The  average  waiting  time  on  appeals  vlll  be 

I 

approximately  two  years.  j 

D.  Last  year,  then  Social  Security  Conmlsalocer  King  said  that  it  would 
take  5,000  new  employeee  to  clear  up  this  backlog. 

1.  The  response  to  this  testimony  by  the  U.  S.  Government  has 
been  to  make  available  several  hundred  poaltlons, 

2.  The  President's  latest  budget  presentation  would  obviously  create 
a  much  more  serious  situation  as  it  calls  for  a  backlog  of 
3,200,000. 

E.  The  question  is  now  being  asked  as  It  was  in  the  19808,  whether  the 
Social  Security  Administration  could  cut  down  Its  backlog  by  following  a 
tougher  policy  in  placing  people  on  disability.  i 

F.  This  Is  a  diversion  tactic  designed  to  postpone  until  tomorrow  the 
facing  of  the  real  Issuej   the  shortage  of  personnel.  j 

III.  I  hope  this  Committee  will  not  only  act  on  the  shortfall  of  funds  for  th« 
Disability  Trust  Fund  but  also  the  shortfall  of  personnel  for  the  handlln{ 
of  disability  cases. 
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A.  We  hope  that  ae  a  contribution  to  this  problem  thla  Conmlttee  will 
ask  for  quick  action  on  the  propoaal  to  move  the  administrative 
budget  of  the  Social  Security  Administration  off  the  general  budget. 

B.  We  hope  that  you  will  ask  your  colleagues  on  the  Appropriation  Connnittee 
for  quick  action  in  increasing  the  personnel  for  the  Social  Security 
Administration  by  at  laast  5,000, 

C.  In  thle  way  we  can  replace  despair  with  hope  in  the  lives  of  the 
applicants  for  disability,  their  families  and  friends. 
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Chairman  Jacobs.  Thank  you,  Dr.  Flemming. 

Mr.  Bunning. 

Mr.  Bunning.  No  questions. 

Chairman  Jacobs.  Mr.  Houghton. 

Mr.  Houghton.  I  would  Hke  to  ask  a  question.  Dr.  Flemming,  it 
is  always  good  to  be  here  with  you.  So  you  think  the  reallocation 
is  a  good  idea,  and  the  question  really  that  you  are  focusing  on  is 
getting  some  of  these  claims  moved  along,  solved,  and  off  the  books 
faster. 

Mr.  Flemming.  Right. 

Mr.  Houghton.  You  know,  obviously,  we  are  facing  budget  con- 
straints. We  don't  want  to  add  any  more  expense.  Let's  say  if  we 
did  that,  it  might  cost  you  $150  to  $200  million  to  be  able  to  add 
those  people. 

Now,  there  are  a  couple  forms  of  accounting.  There  is  sort  of  the 
static  method,  you  know,  where  it  is  just  an  expense,  or  there  is 
the  dynamic  method,  which  I  happen  to  agree  with,  if  you  can  de- 
scribe it  as  that.  Whereas,  if  you  invest  some  money  now,  although 
it  costs  you  money,  you  save  money  later  on.  Do  you  believe  that 
is  going  to  be  so?  Do  you  believe  in  the  long  run,  by  adding  these 
5,000  people,  by  incurring  the  expense,  that  we  really  will  save 
money? 

Mr.  Flemming.  Well,  I  have  never  made  my  case  on  the  basis 
that  we  will  save  money,  but  I  think  we  will  save  a  great  many 
people  who,  instead  of  being  disillusioned  as  far  as  our  form  of  gov- 
ernment is  concerned,  will  have  some  confidence  in  our  form  of  gov- 
ernment. 

Now,  I  believe  that  if  we  once  get  this  backlog  under  control,  that 
there  could  be  much  better  administration  of  this  program  and  that 
might  in  itself  save  some  money.  Of  course,  you  have  got  tax  pro- 
posals before  you  at  the  present  time,  aside  from  the  stimulus 
package,  I  mean  the  overall  proposal  that  would  increase  the  in- 
come of  the  Federal  Government  considerably,  and  I  know  that  a 
portion  of  that  will  be  used  to  reduce  the  deficit.  But  a  portion  of 
it  is  there  for  strengthening  and  expanding  existing  programs,  and 
I  just  feel  that  whatever  money  we  have  to  spend  we  should  spend, 
we  must  spend. 

Here  we  have  raised  the  expectations  of  people.  We  said  to  peo- 
ple, if  you  meet  certain  standards,  then  your  government  will  help 
you.  Lord  knows,  if  we  got  a  real  picture  of  these  people,  we  know 
that  we  are  dealing  with  the  poorest  of  the  poor,  knowing  we  are 
dealing  with  a  good  many  minorities,  a  good  many  women  and  so 
on,  and  we  would  say  to  them,  OK,  you  have  filed  your  application, 
we  will  within  a  reasonable  period  of  time  tell  you  where  you 
stand. 

I  have  listened  to  the  discussion  here  indicating  that  people  are 
wondering  why  the  increase.  I  am  sure  this  committee  realizes  that 
there  are  41  million  people  getting  benefits  under  our  social  insur- 
ance systems  from  Baltimore  every  month,  and  7.8  million  of  those 
people  are  below  the  supplemental  security  floor. 

Now,  I  appreciate  the  fact  that  some  of  those  people  do  get  in- 
come from  other  sources  and,  therefore,  are  brought  above  the  in- 
come floor  of  SSI  or  above  the  poverty  line.  But  2.8  million  of  those 
people  have  qualified  for  SSI,  and  we  are  of  the  belief  that  if  an 
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effective  outreach  program  was  carried  on,  that  there  would  be  an- 
other 2  or  3  milhon  of  that  7.8  million  who  would  qualify  for  SSI. 

In  other  words,  we  have  a  social  insurance  system  that  has  peo- 
ple receiving  benefits  who  are  still  the  poorest  of  the  poor.  In  other 
words,  that  social  insurance  system  does  not  take  care  of  them.  We 
have  created  SSI  to  take  care  of  them.  That  was  the  purpose  of 
bringing  SSI  into  existence.  Yet,  the  staffing  of  the  Social  Security 
Administration  has  been  such  that  we  haven't  carried  on  an  effec- 
tive outreach  program. 

One  of  the  reasons  is  that  in  millions  of  cases  that  are  within  the 
social  insurance  system,  we  are  dealing  with  the  poorest  of  the 
poor,  and,  therefore,  that  shifts  over  to  SSI.  I  don't  know  what  the 
savings  might  be  of  money,  but  I  know  that  the  savings  would  be 
very  real  in  terms  of  saving  people  who  have  confidence  in  our  sys- 
tem of  government  and  who  are  not  frustrated  by  the  present  sys- 
tem. I  feel  that  is  the  fundamental  issue. 

Mr.  Houghton.  Thank  you.  Dr.  Flemming. 

Chairman  Jacobs.  Dr.  Flemming,  as  usual,  your  testimony  has 
been  eloquent  and,  obviously,  sincere. 

I  might  observe  for  the  record  to  my  colleague  from  New  York 
that  during  the  1980s,  the  plan  was  to  initiate  the  kind  of  automa- 
tion that  would  require  a  smaller  personnel  cadre,  and  what  hap- 
pened, in  essence,  was  that  the  RIFing  took  place  on  schedule  and 
the  automation  fell  behind.  So  about  17,000  people  left  employment 
but  the  machines  didn't  take  up  that  slack,  and  the  difference 
now — which  is  commendable,  when  you  think  about  it — the  dif- 
ference between  the  17,000  and  the  amount  actually  needed  is 
5,000.  This  means  that  the  automation  has  moved  apace,  but  not 
a  pace  sufficient  to  cover  the  obligations  of  the  system. 

I  think  that  word  "obligations'  is  pretty  important  to  emphasize 
on  the  record,  because  I  want  to  remind  people  that  the  disability 
system  is  an  insurance  system,  closest  to  an  actual  insurance  sys- 
tem of  all  the  Social  Security  apparatus.  That  means  that,  iust  as 
if  you  pay  a  premium  to  Allstate  and  you  have  an  automobile  acci- 
dent, it  is  not  a  matter  of  charity  that  they  pay  to  repair  your  auto- 
mobile and  your  left  arm.  It  is  an  obligation.  And  these  people  who 
make  application  are,  by  definition,  that  sacred  people  in  American 
politics,  taxpayers,  and  they  have  paid  for  their  rights. 

Now,  you  can  argue  in  Social  Security  there  has  been  an  overflow 
of  rights,  and  3'ou  would  be  quite  right.  I  mean  there  has  been  a 
great  enhancement  compared  to  what  people  paid  into  the  old-age 
and  survivor's  program  in  terms  of  what  they  have  got  out  up  to 
now.  In  disability,  it  is  pretty  straight  insurance. 

So  to  the  best  of  my  analysis,  the  only  reason  the  Social  Security 
trust  fund  hasn't  been  permitted  to  mind  its  own  business  and  do 
its  business  efficiently  is  that  the  general  fund  needs  the  $500  mil- 
lion that  it  would  cost  to  hire  those  5,000  people.  This  money  is 
now  being  used  to  play  games  with  the  Federal  deficit  so  that  we 
can  pretend  it  isn't  as  large  as  it  is.  But  the  misuse  of  these  Social 
Security  trust  fund  revenues  doesn't  change  how  much  the  deficit 
hurts.  I  guess  it  just  changes  how  much  the  deficit  hurts  politically. 

Mr.  Flf:mming.  Mr.  Chairman,  I  am  afraid  that  there  is  a  tend- 
ency to  repeat  history  here,  too,  because,  after  all,  there  is  a  pro- 
posal now,  I  guess  it  is  in  the  stimulus  budget,  for  a  $1  billion  im- 
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provement  in  technology  as  far  as  SSA  is  concerned.  I  assume  that 
means  modem  equipment  of  all  kinds,  and  I  am  all  for  the  Social 
Security  Administration  being  provided  with  the  most  modern  of 
equipment. 

But  as  sure  as  anything,  some  people  will  argue  let's  postpone 
this  question  of  taking  are  of  the  deficit  until  we  see  what  that 
equipment  will  do  for  reducing  the  deficit.  Well,  that  equipment 
cannot  possibly  have  a  major  effect  for  2  or  3  years,  at  least.  In  the 
meantime,  we  have  got  these  people  sitting  there  waiting  for  action 
on  their  cases. 

Chairman  Jacobs.  Well  said.  Speaking  of  repeating  history, 
there  are  certain  aspects  of  your  administration,  the  Eisenhower 
administration,  that  I  would  pray  to  God  that  we  could  repeat 
these  days. 

Thank  you  very  much,  sir. 

Mr.  Flemming.  You  are  welcome. 

Chairman  Jacobs.  We  have  a  call  to  cast  votes.  I  am  sorry.  We 
have  three  very  large  figures  in  the  United  States  history  here,  and 
we  only  have  heard  from  a  third  of  them  so  far,  but  we  will  be 
right  back,  Mr.  Myers  and  Mr.  Ball. 

[Recess.] 

Chairman  Jacobs.  We  will  resume  the  hearing, 

I  apologize  to  the  witnesses,  but  the  business  of  the  Congress  is 
getting  in  the  way  of  the  business  of  the  Congress. 

I  guess  Mr.  Ball  and  Mr.  Myers  are  the  next  panel.  If  Mr.  Ball 
was  the  Commissioner,  Mr.  Myers  was  the  Chief  Actuary.  I  don't 
suppose  you  get  any  analogy  with  the  chief  cook  and 

[Laughter.] 

Chairman  Jacobs.  Mr.  Ball,  we  are  very  honored  that  you  have 
graced  our  subcommittee  hearing.  Proceed  in  your  own  manner. 

STATEMENT  OF  ROBERT  M.  BALL,  CHAIR,  NATIONAL  ACAD- 
EMY OF  SOCIAL  INSURANCE,  AND  FORMER  COMMISSIONER, 
SOCIAL  SECURITY  ADMINISTRATION 

Mr.  Ball.  Mr.  Chairman,  I  am  very  glad  to  be  here  to  testify  on 
this  matter.  I  am  testifying  as  an  individual. 

You  have  heard  unanimous  testimony  of  the  need  to  shift  some 
of  the  OASI  tax  rate  to  disability  insurance  and  I  concur  with  that. 
I  think  that  is  the  only  thing  to  do.  I  would  merely  add  that  I  think 
doing  it  very  promptly  is  important.  It  is  not  simply  that  the  dis- 
ability program  will  be  in  financial  trouble  in  1995,  but  it  is  bad 
for  the  program  to  have  news  stories  that  say  any  part  of  Social 
Security  is  going  to  run  out  of  money  in  a  couple  of  years.  So  to 
make  the  change  quickly  seems  to  me  very  important. 

I  personally  would  snift  a  little  bit  more  of  the  rate  than  the 
trustees  propose  in  order  to  make  the  two  programs,  OASI  and  DI, 
about  equal.  But  that  is  not  a  very  important  point  as  compared 
with  fast  action.  If  fast  action  comes  best  by  taking  the  trustees' 
recommendations,  I  would  do  that. 

The  committee,  I  am  sure,  recognizes  that  this  has  been  done 
several  times  before — that  allocations  between  OASI  and  DI  are 
not  uncommon.  The  most  recent  one  in  1983  went  the  other  way. 
At  that  time  it  was  thought  that  OASI  was  the  program  that  was 
in  the  most  financial  trouble  and  a  sizable  reallocation  went  from 
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DI  to  OASI;  the  action  was  somewhat  overenthusiastic.  What  needs 
to  happen  now  is  that  some  of  what  was  changed  from  DI  to  OASI 
be  changed  back. 

I  do  not  consider  this  specific  problem  terribly  serious  for  the 
program,  but  it  is  an  alert  to  considering  other  things  that  I  think 
are  very  important.  The  disability  insurance  program  is  not  really 
being  well  administered,  and  it  cannot  be  with  the  amount  of  staff 
that  is  now  available  to  Social  Security.  As  one  of  the  committee 
members  pointed  out,  they  have  just  about  suspended  entirely  look- 
ing at  continuing  disability  cases  to  see  whether  their  benefits 
ought  to  be  terminated.  There  are  700,000  pending  new  cases,  re- 
sulting in  months  and  months  of  waiting  for  a  decision. 

This  is  really  a  terrible  thing.  It  is  a  terrible  thing  for  Social  Se- 
curity and  its  beneficiaries,  and  I  would  say  it  is  a  terrible  thing 
for  the  U.S.  Government.  There  are  only  three  agencies  of  the  Fed- 
eral Government  that  millions  of  people  come  in  touch  with  each 
year,  and  that  determine  what  the  ordinary  citizen  thinks  of  the 
ability  of  the  Federal  Government  to  do  its  job.  These  are  the  Post 
Office,  the  Internal  Revenue  Service,  and  Social  Security. 

Those  agencies  are  Uncle  Sam.  They  are  Uncle  Sam  in  every 
city,  town,  and  hamlet  in  the  United  States.  If  the  people  who  are 
doing  the  job  in  Social  Security  are  responsive  and  friendly  and 
helpful  to  people  and  they  know  their  jobs,  that  is  what  people  will 
think  of  the  Federal  Government's  ability  to  do  things.  If,  on  the 
other  hand,  they  are  bureaucratic,  they  do  not  know  what  they  are 
doing,  there  are  not  enough  of  them,  and  there  are  large  pending 
loads,  and  they  cannot  answer  questions,  then  that  is  what  people 
will  think  of  the  whole  Federal  Government. 

So  it  seems  to  me — I  know  the  jurisdiction  for  adequate  staffing 
is  not  in  the  Ways  and  Means  Committee  but  in  Appropriations — 
in  your  oversight  function  you  really  have  an  obligation  to  look  at 
the  way  this  program  is  being  administered.  Take  into  account  that 
Social  Security  spends  less  than  1  cent  out  of  every  benefit  dollar 
on  administration.  The  best  insurance  companies  spend  5  to  10 
percent  on  administration. 

Social  Security  ought  to  stop  bragging  about  the  low  percentage 
spent  on  administration  and  spend  more  money.  Even  if  Social  Se- 
curity spent  IV2  cents  out  of  every  benefit  dollar.  Social  Security 
could  then  give  the  kind  of  service  that  contributors  who  have  been 
paying  into  this  program,  many  for  a  lifetime,  deserve. 

I  see  that  time  is  up  for  me,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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TESTIMONT  OF  ROBERT  M.  BALL 


Mr.  Chairman  and  members  of  the  Committee. 

My  name  is  Robert  Ball.  I  was  Commissioner  of  Social  Security  from  1962  to  1973. 
Prior  to  my  appointment  by  President  Kennedy,  I  was  a  civil  servant  at  the  Social  Secunty 
Administration  tor  nearly  twenty  years.  Since  leaving  the  government.  1  have  continued  to  write 
and  speak  about  Social  Secunty,  health  insurance  and  related  programs.  I  was  staff  director  of 
an  Advisory  Council  on  Social  Secunty  to  the  Senate  Finance  Committee  in  1948  and  a  member 
of  statutory  Advisory  Councils  in  1965.  1979  and  1991.  1  was  also  a  member  of  the  National 
Commission  on  Social  Secunty  Reform  whose  recommendations  served  as  the  basis  for  the 
important  1983  Amendments  to  the  Social  Secunty  Act.  1  am  currently  the  Chair  of  the  Board 
of  the  National  Academy  of  Social  Insurance. 

I  fully  suppon  the  recommendations  of  the  Board  of  Trustees  to  shift  a  small  part  of  the 
contribution  rate  from  old-age  and  survivors'  insurance  (OAST)  to  disability  insurance  (DI)  and 
for  setting  up  a  research  program  to  establish  more  clearly  whether  the  recent  rapid  growth  in 
the  number  of  DI  beneficiaries  is  a  temporary  or  a  longer  term  trend. 

Reallocations  of  the  over-all  Social  Security  rate  one  way  or  the  other  have  taken  place 
several  times  in  the  past  -  most  recently  in  1983  when  0.325  percentage  points  of  the  rate  then 
being  charged  was  shifted  to  OASI  from  DI.    Some  of  this  now  needs  to  be  shifted  back. 

The  combined  OASI  and  DI  programs  are  adequately  financed  for  many  decades  and  it 
makes  sense  to  make  this  shift.  Without  it,  it  is  estimated  that  DI  may  have  difficulty  making 
full  payments  as  due  by  1995,  two  years  earlier  than  estimated  in  last   year's  Trustees  Repon. 

I  would  favor  a  reallocation  of  the  contnbution  rate  between  OASI  and  DI  beginning  this 
year.    Delay  tends  to  undermine  confidence  in  the  program. 

1  favor  increasing  the  DI  rate  from  the  present  0.60  percent  to  0.90  percent  for  workers 
and  a  matching  amount  from  employers.  The  OASI  rate  for  each  would  be  reduced  to  5.30 
percent,  but  the  combined  amount  would  continue  to  be  6.2  percent  as  under  present  law. 
Under  the  best-guess  intermediate  assumptions  in  the  recently  issued  trustees  repon,  these  rates, 
without  changes  in  benefits,  would  be  enough  to  fund  the  combined  systems  and  each  program 
separately  until  the  mid-2030s,  well  over  40  years  from  now. 

The  0.90  rate  that  I  propose  is  not  excessive.  It  is  considerably  short  of  the  1.10  rate 
provided  for  1990  in  the  1977  amendments,  a  rate  never  reached  because  the  1983  amendments 
reduced  the  cost  of  the  program  and  accordingly  reduced  the  rates. 

The  trustees  are  proposing  a  somewhat  smaller  shift  than  I  favor  (0.275  percent),  which 
finances  DI  only  to  about  2020,  but  1  see  little  ment  in  doing  anything  less  than  financing  OASI 
and  DI  on  approximately  equal  terms.  But  the  most  important  point,  if  course,  is  not  this  small 
difference  in  amount  but  action  this  year  to  maintain  confidence  in  the  Social  Secunty  system 
as  a  whole.  It  is  damaging  to  have  news  stones  about  DI  running  out  of  money  in  two  years. 
We  know  It  won't  be  allowed  to  happen,  but  some  opponents  of  Social  Secunty  have  a  hey  dav 
with  this  kjnd  of  news  story. 

In  1983  when  it  looked  as  if  OASI  was  the  pan  that  needed  additional  financing,  it  was 
still  recognized  that  DI  would  need  more  financing  later,  and  present  law  calls  for  a  0. 1 1  rate 
increase  in  the  year  2000.  The  higher  rate  proposed  for  this  year  -  either  0.275  or  0.30  -should 
make  this  later  increase  unnecessary. 

The  causes  of  the  present  problem  in  disability  financing  are  complex.  There  has  been 
an  increase  in  the  incidence  rates  of  disability  and  a  lowering  of  the  average  age  of  those  on  the 
disability  rolls,  which  means  that  there  are  fewer  terminations  as  a  result  of  benetlcianes 
reaching  retirement  age  or  dying.  Some  of  the  increase  in  incidence  rates  mav  be  due  to  the  fact 
that  the  first  wave  of  baby-boomers  are  reaching  the  age  at  which  disability  rates  begin  to 
increase.  Some  of  the  increase  may  be  due  to  unemployment,  because  in  times  of 
unemployment  more  people  file  disability  claims.  Some  of  the  increase  may  also  be  due  to  court 
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decisions,  such  as  the  one  requiring  Social  Secunty  to  give  more  weight  to  the  tlndings  of  the 
beneficiary's  own  physicians  as  compared  to  the  tlndings  of  the  government  consultants,  a 
somewhat  dubious  requirement  in  my  view.  In  fact,  at  some  point  the  Congress  may  want  to 
review  recent  court  cases  to  see  if  they  reflect  congressional  intent,  and.  if  not,  whether  the 
Congress  should  consider  changes  in  the  law  that  would  make  congressional  intent  clearer.  It 
would  not  be  the  tlrst  time  that  it  has  been  necessary  to  do  this. 

I  would  not  favor  reallocation  if  it  were  clear  that  the  DI  financing  problem  was  created 
entirely  by  administrative  slackness.  If  the  larger  number  of  allowed  claims  and  the  drop  in 
termination  rates  were  caused  only  by  lack  of  adherence  to  strict  standards  of  disability 
determination  or  lack  of  review  of  benetlcianes  on  the  rolls,  then  I  would  favor  going  at  the  root 
causes  and  not  bailing  out  bad  administration  by  allocating  more  money  to  the  program.  It  is 
very  important  that  strict  standards  be  maintained  and  that  we  avoid  a  replay  of  the  past.  As  you 
will  recall,  when  in  the  mid-  to  late  seventies  it  appeared  that  the  disability  rolls  were  growing 
because  of  more  lenient  adjudication,  there  was  strong  cnticism  leading  to  an  overreaction  in 
the  19S0s.  The  result  was  a  highly  regrettable  elimination  from  the  rolls  of  thousands  and 
thousands  of  people  with  valid  claims  to  disability  benefits.  And  then  a  high  proponion  of  them 
had  to  be  put  back  on  the  rolls  after  appeal.  In  the  meantime  there  was  much  suffering  by 
beneficiaries. 

I  do  have  concern  that  the  big  backlog  of  disability  claims  today,  some  700.000  pending 
cases,  and  the  shortage  of  personnel  at  Social  Security  might  lead  to  a  lowering  of  adjudicative 
standards.  It  is  much  easier  to  process  allowances  than  disallowances.  And  I  have  a  concern 
also  that  because  of  personnel  shortages,  the  current  rolls  are  not  being  examined  as  they  should 
be  for  possible  terminations.  But  even  though  incidence  rates  are  up,  they  are  way  short  of  what 
they  were  in  the  mid-seventies.  The  situation  needs  to  be  carefully  monitored,  but  there  seems 
to  be  no  cause  for  alarm.  There  is.  however,  clearly  enough  uncertainty  to  institute  the  study 
called  for  by  the  Trustees.  They  recommend  that  "the  best  possible  research  program  be 
undertaken  to  establish  more  clearly  whether  the  recent  rapid  growth  in  the  number  of  DI 
beneficiaries  is  a  temporary  or  a  longer  term  trend."  I  agree.  I  would  go  further  to  say  that  an 
ongoing  system  of  research  is  an  essential  aspect  of  responsible  administration  for  a  program  as 
large  and  important  as  Social  Secunty.  There  used  to  be  such  a  centralized,  well-staffed  and 
coordinated  system  of  research,  but  it  has  been  allowed  to  deteriorate  over  the  last  decade  or  so. 
It  should  be  restored.  Onlv  the  government  can  do  the  kind  of  continuing  oversight  research 
needed,  with  its  requirement  of  a  large. data  base  and  expen  professionals  who  know  the  ins  and 
outs  of  program  operations.  But  outside  policy-oriented  research  and  analysis  is  also  needed. 
As  you  will  recall  Mr.  Chairman,  at  your  request  and  Chairman  Rostenkowskj's  request,  the 
National  Academy  of  Social  Insurance  is  doing  just  that  and  taking  a  very  fundamental  look  at 
the  disability  insurance  program.  We  have  convened  an  outstanding  panel  of  experts  to  help  us 
with  this  review.  We  are  pleased  that  Jerry  L.  Mashaw  from  Yale  University  will  chair  the 
panel.  I  have  brought  with  me  a  brief  descnption  of  the  project  and  the  experts  who  make  up 
the  disability  review  panel.  If  you  would  permit.  I  would  like  to  have  this  inatenal  insened  in 
the  record  at  the  end  of  my  testimony. 

A  reallocation  o:  the  tax  rate  is  not  enough.  The  Social  Security  DI  program  is  the 
largest  in  the  world  and  u  is  now  in  serious  administrative  difficulty.  Social  Secunty  needs  a 
lot  more  staff  to  run  the  disability  program  well.  There  are  these  huge  backlogs  and  people  wait 
manv  months  to  receive  their  first  checks. 

And  disabilitv  is  by  no  means  the  only  area  where  Social  Secunty  needs  to  improve 
services.  I  believe  Social  Secunty  needs  to  spend  more  money  on  administration  in  general. 
Less  than  1  percent  of  benefit  outgo  goes  for  administrative  expenses.  This  is  just  not  enough 
to  do  the  kind  of  job  that  should  be  done.  Well-administered  pnvate  insurance  companies  have 
an  administration-to-benefit  payment  ratio  several  times  Social  Security's.  No  wonder  there  are 
complaints  about  Social  Secunty's  service  to  the  public. 

I  find  this  particularly  distressing  because  Social  Security  is  one  of  the  three  agencies  of 
government  that  largely  determine  the  country's  attitude  toward  the  federal  government.  The 
Post  Office  and  the  Internal  Revenue  Service  are  the  other  two.    These  are  the  only  operations 
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of  the  federal  government  that  large  numbers  of  people  come  in  contact  with  every  day.  They 
are  Uncle  Sam  in  every  city,  town  and  village  in  America.  If  the  employees  of  these 
organizations  are  friendly  and  considerate  and  the  organizations  give  good  service,  they  will 
signal  that  government  can  make  things  work.  If  these  organizations  are  unresponsive, 
bureaucratic,  and  make  mistakes,  then  they  will  leave  ordinary  citizens  with  the  impression  that, 
indeed,  just  as  they  have  been  told,  government  doesn't  work  very  well. 

Of  the  three  organizations,  the  Social  Secunty  Administration  is  perhaps  key.  The 
interviewers  in  the  agency's  1,300  offices  talk  with  applicants  for  benefits  at  times  of  special 
stress  and  sensitivity— the  widow  and  her  children  on  the  death  of  her  husband,  those  who  have 
made  a  decision  to  claim  benefits  for  an  incapacitating  disability,  and  those  facing  changed  lives 
because  of  a  retirement  that  has  frequently  been  involuntary.  And  it  is  not  just  the  quality  of 
the  personal  contact  that  is  important  but  the  efficiency  and  accuracy  of  the  huge  recordkeeping 
and  accounting  operation  that  stands  behind  the  interviewer.  Social  Secunty  pays  benefits  to 
over  40  million  people  each  month  and  just  to  keep  the  addresses  straight  and  make  necessary 
changes  in  the  benefit  amounts  and  eligibility  status  is  a  monumental  task,  to  say  nothing  of 
processing  new  claims.  Over  the  course  of  a  year  new  wages  have  to  be  added  to  the  accounts 
of  some  135  million  workers  and  kept  accurate  throughout  a  lifetime  of  earning.  Every 
Amencan  family  has  a  major  stake  in  these  wage  records. 

I  believe  the  solution  for  the  inadequate  financing  of  Social  Security  administrative 
expenses  is  to  take  them  out  of  the  general  budget,  just  as  benefit  payments  have  been  taken  out. 
Administrative  expenses,  like  benefit  payments,  come  out  of  the  dedicated  contnbutions  of 
workers,  employers,  and  the  self-employed,  and  these  contributors  deserve  topnotch  service. 

In  summary,  on  the  issue  of  rate  allocation,  the  increased  costs  reflect  a  variety  of 
factors,  not  solely  administrative  inadequacy.  Thus,  the  solution  has  to  be  an  increase  in 
program  financing,  and  staff  increases  are  also  necessary  if  the  program  is  to  be  run  well.  As 
I  said  at  the  beginning,  the  simplest  way  to  provide  for  additional  financing  is  a  relatively  minor 
reallocation  of  the  contnbution  rate  from  OASI  to  DI,  correcting  what  has  turned  out  to  be  a 
somewhat  too  enthusiastic  reallocation  in  the  other  direction  in  1983. 

Mr.  Chairman,  I  do  not  consider  that  we  have  a  major  financing  problem  here;  it  can  be 
taken  care  of  by  a  minor  reallocation  of  the  Social  Security  contribution  rate  as  has  been  done 
many  times  before.  However,  the  Congress  does  need  to  act  quickly  since  the  DI  fund  is 
entirely  separate  from  the  OASI  fund  and  the  disability  program  will  have  an  early  problem 
under  the  present  contribution  rate  allocation.  It  is  important  that  people  not  be  left  to  worry 
about  whether  promised  protection  will  be  there  when  it  is  needed. 

One  more  point,  as  1  recommended  at  the  beginning  of  my  statement,  it  seems  to  me 
desirable  to  reallocate  an  amount  estimated  to  be  fully  adequate  far  into  the  future.  I  see  little 
merit  in  considenng  alternative  reallocations  that  are  estimated  to  do  only  part  of  the  job. 

Mr.  Chairman  and  members  of  the  Committee.  I  thank  you  for  the  opportunity  to  present 
:tiv  views. 
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Chairman  Jacobs.  Well,  maybe  there  will  be  more  time  for  their 
questions,  Mr.  Ball. 
Mr.  Myers. 

STATEMENT  OF  ROBERT  J.  MYERS,  SILVER  SPRING,  MD., 
FORMER  CHIEF  ACTUARY,  SOCIAL  SECURITY  ADMINISTRA- 
TION 

Mr.  Myers.  First,  I  would  like  to  recall  to  you  briefly  the  finan- 
cial interrelationship  of  the  OASI  and  DI  Trust  Funds.  In  some 
way,  it  is  a  historical  accident  that  we  have  two  trust  funds  for 
what  is  really  one  unified  program.  The  reason  for  this,  as  you  will 
recall,  is  that,  when  disability  benefits  were  proposed  in  the  mid- 
1950s,  those  opposed  to  it  said,  "This  will  bankrupt  the  system,  and 
the  retirees  and  the  widows  and  orphans  will  not  get  benefits."  So, 
those  who  favored  disability  benefits  said,  "Fine,  we  will  have  two 
separate  trust  funds  so  as  to  avoid  that  result." 

As  a  result,  with  the  volatility  of  the  experience  for  disability 
benefits — the  fluctuations  back  and  forth — sometimes  the  allocation 
to  DI  has  been  decreased  and  sometimes  increased.  I  think  that, 
if  we  have  to  increase  it  now,  as  I  agree  we  should,  this  is  nothing 
unusual. 

Last  year  when  this  situation  first  came  up,  I  had  suggested  a 
stop-gap  simple  way  of  doing  it,  by  just  considering  the  increase 
that  occurs  in  present  law  in  2000,  and  moving  that  increase  up 
to  1992,  so  that  the  combined  employer-employee  allocation  would 
be  1.42  percent  in  all  years  in  the  future.  That  would  have  done 
a  fair  job  of  solving  the  problem,  but  not  as  well  as  what  the  trust- 
ees are  now  recommending,  going  to  1.75  percent  for  the  employer 
and  employee  combined  from  now  on  out.  I  support  this. 

Perhaps  I  am  perennially  optimistic,  but  I  think  that  the  adverse 
disability  experience  now  occurring  will  get  better  in  the  future.  It 
will  take  some  work  to  achieve  this  result.  I  think  that  the  current 
bad  experience  is  largely  due  to  the  lack  of  administrative  money 
to  run  the  system  properly.  I  believe  that  too  many  cases  now,  and 
I  cannot  prove  it,  are  getting  through  just  because  it  is  easy  to  rub- 
ber-stamp them  and  approve  them  rather  than  to  develop  all  the 
reasons  why  they  should  be  disapproved. 

I  think  that  it  is  a  good  idea  that  all  these  studies  are  being 
made  as  to  why  the  experience  has  turned  worse.  I  hope  that  one 
aspect  will  be  looked  into  that  I  personally  believe  has  had  a  sig- 
nificant influence — namely,  the  adversarial  effect  of  what  I  call  dis- 
ability lawyers  and  others  who  operate  on  a  contingent  basis,  so 
that  it  is  to  their  advantage  to  get  people  approved.  They  are  not 
concerned  whether  the  person  is  or  is  not  disabled.  The  main  thing 
is  to  win  the  case. 

I  have  always  had  great  faith  and  trust  in  the  Social  Security 
Administration  to  pay  people  benefits  when  they  are  entitled  to 
them.  On  the  other  hand,  there  are  those  people  out  there  now  try- 
ing to  prove  people  are  disabled  for  their  own  pocket's  standpoint, 
even  though  they  know  or  believe  the  person  really  is  not  disabled. 
So  I  hope  that  aspect  will  be  looked  into. 

In  my  prepared  testimony,  I  have  a  description  of  what  I  think 
is  a  technical  flaw  in  the  present  section  709.  Actually,  if  it  were 
strictly  interpreted,  a  letter  under  section  709  would  now  be  filed 
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with  respect  to  OASI  as  well,  because  it  is  going  to  fall  below  a  20 
percent  ratio  at  some  time  in  the  future.  I  think  that  the  law 
should  be  tidied  up  to  make  it  clear  what  section  709  should  do. 

But  beyond  this  matter  of  getting  the  financial  balance  divided 
more  equally  within  the  OASDI  system  between  its  two  compo- 
nents, I  think  that  there  is  the  serious  question  of  the  long-range 
financial  situation  of  the  program.  In  the  current  trustees  report, 
it  is  shown  to  be  out  of  balance  by  a  very  considerable  amount. 
This  causes  much  loss  of  public  confidence,  because  some  prophets 
of  gloom  and  doom  say  the  system  is  going  to  go  bankrupt  in  the 
year  2036.  That  is  what  the  intermediate  estimates  show.  Quite  ob- 
viously, estimates  out  that  far  are  subject  to  considerable  variation. 
I  would  suggest,  although  it  is  not  a  matter  of  as  immediate  ur- 
gency to  the  committee,  to  establish  a  long-range  financing  sched- 
ule in  the  law  so  that  it  can  be  said  that,  according  to  the  best 
available  estimates,  the  svstem  is  never  going  to  go  bankrupt,  rath- 
er that  there  will  be  adequate  finances  over  the  entire  75-year 
valuation  period. 

One  way  to  do  this  would  be  to  return  the  system  to  pay-as-you- 
go  financing  on  a  responsible  basis,  by  having  a  tax  schedule  in  the 
law  that  will  accomplish  this  according  to  the  best  estimates.  I 
think  that  this  would  dispel  much  of  the  public  lack  of  confidence 
that  there  is,  particularly  among  younger  people  in  this  country. 

Again,  recognizing  that  experience  changes,  we  have  seen  a  great 
change  in  the  disability  experience.  There  can  also  be  great 
changes  for  the  whole  program.  But  these  occur  gradually,  and 
even  though  a  proper,  responsible  pay-as-you-go  financing  basis  is 
established,  it  must  be  realized  that  it  may  have  to  be  changed  in 
the  future  as  conditions  change.  The  tax  schedule  can  be  changed 
upward  or  downward,  but  at  least  by  establishing  one  in  the  law, 
it  shows  the  intent  of  the  Congress  and  the  people  to  have  a  system 
that  is  going  to  be  there  on  behalf  of  us  all. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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STATEMENT  BY  ROBERT  J.  MYERS  PRESENTED  TO  THE  SUBCOMMITTEE  ON  SOCIAL 
SECURITY  OF  THE  COMMITTEE  ON  WAYS  AND  MEANS,  HOUSE  OF  REPRESENTATIVES 
APRIL  22,  1993  WITH  REGARD  TO  SOCIAL  SECURITY  BOARD  OF  TRUSTEES- 
RECOMMENDATION  TO  REALLOCATE  A  PORTION  OF  THE  SOCIAL  SECURITY  PAYROLl 
TAX  TO  THE  DISABILITY  INSURANCE  TRUST  FUND.  PAYROLL 


Mr.  Chairman  and  Members  of  the  Subcommittee!  My  name  is  Robert  J. 
Myers.  I  served  in  various  actuarial  capacities  with  the  Social 
Security  Administration  and  its  predecessor  agencies  during  1934-70, 
being  Chief  Actuary  for  the  last  23  of  those  years.  In  1981-02,  I  was 
Deputy  Commissioner  of  Social  Security,  and  in  1982-83,  I  was  Execu- 
tive Director  of  the  National  Commission  on  Social  Security  Reform. 
In  1983-85,  I  was  Chairman  of  tlie  Railroad  Unemployment  Compensation 
Committee,  and  in  1987-90,  I  was  Chairman  of  the  Commission  on 
Railroad  Retirement  Reform. 

As  a  result  of  tlie  recent  adverse  disability  experience,  and  the  likelihood 
of  its  continuance,  the  Board  of  Trustees  of  the  Old-Age ,  Survivors,  and  Dis- 
ability Insurance  Trust  Funds  last  year  invoked  (for  the  first  time)  Section  709 
of  the  Social  Security  Act,  which  requires  a  report  to  Congress  making  "recom- 
mendations for  statutory  adjustments  affecting  the  receipts  and  disbursements  of 
such  Trust  Fund  necessary  to  maintain  the  balance  ratio  of  such  Trust  Fund  at 
not  less  than  20%."   The  Trustees  pointed  out  that  at  least  $A0  billion  of  in- 
creased income  or  reduced  outgo  (or  a  combination  thereof)  would  be  necessary 
over  the  next  10  years  to  assure  that  the  "20-percent  balance  ratio"  test  will 
be  met.   The  Board  of  Trustees  did  not  then  make  specific  recommendations  as  to 
financing  or  benefit  changes. 

Last  year,  I  recommended  that  this  situation  could  be  easily  remedied  by 
merely  reallocating  the  total  OASDI  tax  rate.   This  could  be  done  by  increasing 
the  DI  allocation  of  the  combined  employer-employee  tax  rate  for  1992-99  from 
the  preseHt  1.2%  to  the  ultimate  rate  of  1.42%  (for  2000  and  after)  now  sched- 
uled in  the  law.   Note  that  it  would  have  been  quite  feasible  to  do  this  retro- 
actively to  January  1,  1992,  because  this  can  be  accomplished  by  a  simple  com- 
putation by  the  Treasury  Department,  and  it  would  have  no  effect  on  any  employer 
or  worker;  in  fact,  this  retroactive  procedure  has  been  done  In  the  past  for 
allocation  of  the  OASDI  taxes. 

This  reallocation  would  have  produced  increased  tax   income  for  the  DI  Trust 
Fund  of  $55  billion  (as  well  as  more  interest  income),  and  so  the  20%  test  would 
readily  be  met  when  the  next  10  years  is  considered.   It  is  important  to  note 
that  the  increase  in  the  combined  employer-employee  tax  rate  which  is  allocated 
to  DI  for  1992-99  from  1.2Z  to  1.42%  would  bring  the  allocation  to  a  level  that 
is  lower  than  it  was  in  1982  (1.65%),  1978  (1.55%),  and  1979  (1.50%)  —  and  not 
much  above  the  levels  in  1981  and  1983  (1.3%  and  1.25%,  respectively).   At  the 
same  time,  the  reduced  income  to  the  OASI  Trust  Fund  in  the  next  8  years  would 
not  threaten  its  actuarial  status. 

The  Board  of  Trustees  in  its  1993  report,  issued  on  April  A,  once  again  has 
invoked  Section  709  as  to  the  DI  Trust  Fund.   The  financial  status  of  this  trust 
fund  is  now  shown  as  being  even  worse  tlian  it  was  in  the  1992  report.   Specifi- 
cally, according  to  the  intermediate-cost  estimate,  tlie  fund  balance  is  now  shown 
to  be  exhausted  in  1995  —  as  compared  with  1997  in  last  year's  report.   Or,  to 
look  at  it  In  another  way,  the  actuarial  deficit  of  the  DI  program  when  measured 
over  the  75-year  valuation  period  has  increased  from  0.46%  of  taxable  payroll  in 
the  1992  report  to  0.49%  in  the  1993  report. 

As  a  result  of  the  continuing  adverse  experience  of  the  DI  Trust  Fund,  the 
Board  of  Trustees  recommended  that  the  combined  employer-employee  tax  rate  that 
is  allocated  to  the  DI  Trust  Fund  should  be  increased  to  1.75%  for  all  future 
years,  effective  January  1,  1993.   Such  a  change  would  enable  the  program  to  meet 
the  short-range  test  of  actuarial  balance,  but  there  would  still  be  a  long-range 
actuarial  imbalance  of  0.08%  of  taxable  payroll  according  to  the  intermediate-cost 
estimate . 
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The  recommended  allocation  rate  to  the  DI  Trust  Fund  that  the  Board  of  Trustees 
has  made  is  slightly  higher  than  my  recommendation  of  last  year  —  namely,  1.75% 
for  the  employer-employee  rate  versus  my  1.42%.   Considering  the  somewhat  worsening 
experience  of  this  program,  1  fully  support  the  current  recommendation  of  the  Board 
of  Trustees. 

1  believe  that  it  is  very  important  that  the  disability  experience  should  be 
thoroughly  studied,  so  that  any  flaws  in  the  program's  operations  and  provisions 
can  be  remedied,  by  legislation  or  otherwise.   1  am  hopeful  that,  if  adequate 
funds  for  administration  are  provided,  not  only  will  beneficiaries  receive  the 
better  service  which  they  deserve,  but  also  many  more  invalid  claims  will  be 
uncovered,  both  for  initial  determinations  and  in  continuing  disability  reviews. 
In  balance,  this  could  result  in  lower  program  costs  than  now  seem  likely. 

At  some  later  time,  if  that  action  is  not  adequate  because  the  Dl  system  has 
further  financial  problems,  a  benefit  change  might  be  both  necessary  and  desirable. 
Such  a  change  might  be  a  further  reduction  in  the  Maximum  Family  Benefit  for  Dis- 
ability Insurance  benefits  over  what  was  done  in  1980  legislation  would  be  possible  - 
or  even  complete  elimination  of  all  auxiliary  benefits  (for  children  and  spouses) 
of  disability  beneficiaries. 

I  believe  that  a  technical  flaw  in  Section  709  should  be  corrected.   As  it 
now  stands,  in  theory  the  failure  to  meet  the  20%  balance  ratio  should  be  reported 
if  this  occurs  at  any  time  in  the  future  according  to  the  estimates  in  the  Trustees 
Reports  (presumably,  the  intermediate  or  "best"  estimate).   Under  this  inter- 
pretation, Section  709  reports  should  now  also  be  made  for  the  OASl  and  HI  Trust 
Funds  (and  should  have  been  so  made  for  the  last  several  years  as  well).   I  suggest 
that  this  flaw  should  be  remedied  by  inserting  the  phrase  "during  the  next  10 
calendar  years"  at  the  end  of  the  foregoing  material. 

Further  with  regard  to  Section  709,  I  suggest  that  the  Board  of  Trustees  should 
be  required  to  make  a  specific,  precise  recommendation  for  changes  in  benefit  and/or 
financing  provisions  that  would  be  meeded  to  remedy  the  situation  of  a  failure  to 
meet  the  test,  rather  than  merely  stating  the  dollar  amount  needed. 

Although  the  reallocation  of  the  OASDI  tax  rate  so  as  to  give  a  larger 
portion  to  DI  is  both  desirable  and  necessary  to  restore  the  short-range  actu- 
irial  status  of  the  DI  program,  the  long-range  status  of  both  programs  would 
continue  to  be  unsatisfactory,  both  in  fact  and  under  the  conditions  estab- 
lished by  Section  709.   Both  trust  funds  will,  after  the  allocation,  according 
to  the  intermediate  estimate,  be  exhausted  within  the  next  five  decades  — 
and  be  below  the  20%  level  even  sooner. 

This  entire  problem  would  be  solved  if  the  financing  provisions  were  changed 
so  as  to  return  to  a  responsible  pay-as-you-go  basis.   Under  this  approach, 
other  problems  would  also  be  solved,  such  as  the  partial  masking  of  the  general- 
budget  deficit  by  the  operations  of  the  OASDI  program.   And  further,  then  people 
could  no  longer  be  able  to  say  that,  according  to  the  intermediate  estimate, 
"The  Social  Security  system  is  a  ticking  time  bomb.  In  the  next  century,  just 
a  few  years  away,  the  United  States  will  face  a  potentially  devastating  crisis: 
the  retirement  checks  that  should  be  sent  to  benefit  millions  of  Americans  will 
not  be  there"  —  as  did  Dorcas  R.  Hardy,  a  former  Commissioner  of  Socia;  Security, 
in  her  recent  book. 
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Chairman  Jacobs.  Thank  you,  Mr.  Myers. 

Mr.  Running. 

Mr.  BUNNING.  Mr.  Ball,  would  you  tell  us  about  the  study  the 
Academy  is  doing  for  us?  What  are  its  objectives,  when  can  we  ex- 
pect to  receive  whatever  recommendations  it  might  make? 

Mr.  Ball.  Yes,  I  would  be  glad  to,  and  I  would  like,  if  I  could, 
to  also  insert  in  the  record  at  this  point  a  statement  about  that 
study  that  would  be  useful  to  you.  This  is  a  study  that  was  re- 
quested by  Mr.  Jacobs  and  Mr.  Rostenkowski.  They  asked  us  to 
take  a  very  fundamental  look  at  the  program,  not  merely  a  ques- 
tion of  why  the  number  of  cases  are  going  up  under  present  law 
or  in  other  periods  why  they  are  going  down,  but  really  whether 
we  have  ahold  of  the  right  kind  of  program.  Is  the  definition  the 
best  one,  for  example. 

[The  following  was  subsequently  received:] 
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PROJECT  OVERVIEW 

Rethinking  Disability  Policy 

The  Role  of  Income,  Health  Care  and  Related  Supports 
in  Fostering  Independence 


Social  Security  disability  insurance  (DI)  and  Supplemental  Secunty  Income 
(SSI)  are  the  nation's  principal  income  security  programs  for  people  with 
severe  long-term  disabilities.    About  8.8  million  people  received  Social 
Security  or  SSI  based  on  their  own  or  a  family  member's  disability  at  the  end 
of  1992.   Total  benefits  in  1992  were  about  $52  billion.    DI  and  SSI  also  serve 
as  the  gateway  for  access  to  health  care.    Medicare  and  Medicaid  paid  about 
$40  billion  for  health  and  long-term  care  services  for  severely  disabled  people 
underage  65  in  FY  1991. 

Despite  their  critical  role  in  meeting  the  income  needs  of  people  with 
disabilities,  DI  and  SSI  are  criticized: 

o  for  requiring  people  with  disabilities  to  emphasize  their  impairments  in 

order  to  qualify  for  benefits, 

o  for  discouraging  work  effort,  and 

o  for  denying  benefits  to  people  with  limitations  who  do  not  find  work. 

In  light  of  these  concerns,  the  Committee  on  Ways  and  Means  of  the  U.S. 
House  of  Representatives  asked  the  Academy  to  undertake  a  comprehensive 
review  of  the  Social  Security  disability  programs  -  a  review  that  is  mindful  of 
program  costs  and  of  the  empowerment  goals  embodied  in  the  Americans  with 
Disabilities  Act  of  1990.   The  Committee  asked  the  Academy  to  consider  how 
policy  could  shift  from  emphasizing  impairments  to  encouraging  rehabilitation 
and  return  to  work,  without  greatly  expanding  program  costs  and  without 
weakening  the  right  to  benefits  for  those  who  cannot  work.    It  also  asked  the 
Academy  to  explore  ways  to  improve  protection  for  people  who  are  denied 
benefits  and  do  not  find  work. 

DI  and  SSI  Programs 

DI  is  part  of  the  Social  Security  program  that  pays  benefits  to  almost  all  the 
nation's  elderly  and  is  financed  by  Social  Security  taxes  paid  by  workers  and 
employers.   To  be  insured  for  DI  benefits  a  person  must  have  worked  a  certain 
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amount  of  time  in  employment  from  which  Social  Security  taxes  were  paid.    The  disability 
benefit  amount  depends  on  the  worker's  past  earnings  and  is  designed  to  replace  a  higher 
proportion  of  past  earnings  for  low  earners  than  for  high  earners.    Social  Security  also  pays 
benefits  to  the  spwuses  and  children  of  disabled  workers,  to  disabled  widows  and  widowers 
age  50  or  older,  and  to  adults  disabled  since  childhood,  whose  parents  are  retired,  disabled 
or  deceased. 

SSI  pays  benefits  to  blind  or  disabled  persons  with  limited  income  and  financial  resources. 
The  benefits  are  financed  from  general  revenues.    In  1993,  an  eligible  person  living  alone 
with  no  other  income  would  receive  a  Federal  SSI  benefit  of  $434  per  month.    SSI  benefits 
are  reduced  if  the  recipient  has  other  income.    States  may  supplement  the  SSI  benefit. 

To  qualify  for  DI  or  SSI  a  person  must  meet  a  strict  test  of  disability  —  that  is,  "inability  to 
engage  in  any  substantial  gainful  activity  by  reason  of  a  medically  determinable  physical  or 
mental  impairment  that  is  expected  to  last  at  least  a  year  or  result  in  death."   The  strict  test 
of  disability  has  changed  little  since  DI  began  over  3  decades  ago.     In  contrast,  the  nature  of 
disabilities,  the  composition  of  the  work  force  and  the  demand  for  disability  benefits  have 
changed  significantly. 

Challenges 

DI  began  as  a  disability  retirement  program  for  older  workers  and  it  continues,  in  part,  to  fill 
that  role  today.    About  half  of  the  DI  beneficiaries  are  55-64  years  old.    Many  have  had  long 
careers  in  physically  demanding  jobs  and  their  impairments  often  are  associated  with  aging, 
such  as  arthritis,  heart  disease,  or  cancer.    At  the  same  time,  however,  a  growing  number  of 
younger  people  are  claiming  benefits. 

Mental  illness  is  a  major  cause  of  disability  among  younger  beneficiaries.    It  is  the  primary 
diagnosis  for  about  1  in  4  people  who  enter  the  DI  or  SSI  rolls,  compared  with  about  1  in  10 
DI  recipients  20  years  ago.    Mental  illness  typically  occurs  between  ages  18-35.   The  needs 
of  mentally  ill  beneficiaries  are  very  different  from  those  of  older  workers.    Some  may  be 
capable  of  supported  employment,  others  may  move  to  competitive  employment.    But  they 
may  need  flexibility  in  cash  and  other  supports  to  carry  them  through  recurring  spells  of 
acute  illness.    Continuity  in  health  care,  housing  and  related  services  is  important.    Yet 
access  to  these  services  is  often  linked  to  eligibility  for  DI  or  SSI,  which  are  based  on  an 
"either/or"  concept  of  "disabled"  or  "not  disabled." 

Developmental  disabilities  —  such  as  mental  retardation,  hearing  or  vision  impairments  or 
nervous  system  disorders  -  affect  a  large  number  of  SSI  recipients.    A  growing  number  are 
entering  the  SSI  rolls  as  children.    Others  enter  SSI  as  young  adults,  when  their  economic 
status  is  considered  separately  from  that  of  their  parents.    Still  others  qualify  for  Social 
Security  benefits  as  a  disabled  adult  child,  when  a  parent  retires,  dies  or  becomes  disabled. 
For  those  with  childhood  disabilities,  interventions  to  foster  independence  in  adulthood  begin 
at  very  young  ages  and  may  extend  through  the  transition  from  school  to  work. 
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The  aging  of  the  population  portends  an  increase  in  work  disability  in  coming  deca«les.    As 
the  baby  boom  generation  moves  mto  its  50s  and  early  60s  and  as  the  Social  Security 
retirement  age  rises  gradually  over  the  next  three  decades,  the  number  of  workers  claiming 
disability  benefits  is  projected  to  grow  significantly.    It  is  important  now  to  take  account  of 
these  demographic  changes  in  planning  disability  policy  for  the  future. 

Finally,  the  costs  of  disability  programs  have  risen  rapidly  since  1990  because  of 
unanticipated  growth  in  the  number  of  people  filing  for  and  receiving  benefits.    The  recent 
growth  follows  a  tumultuous  two  decades  of  growth  and  retrenchment  in  these  programs.    A 
comprehensive,  independent  review  is  particularly  timely  now.    Sound,  thoughtful,  future- 
oriented  policy  development  is  needed  to  avoid  reenacting  the  tumultuous  past.    For  systems 
as  large  as  DI  and  SSI,  careful  deliberative  policy  development  is  essential  both  to  protect  the 
vulnerable  who  rely  on  the  programs  and  to  ensure  reasonable  controls  over  the  lor^-range 
program  costs. 

The  challenge  to  the  Disability  Review  Panel  that  is  convened  for  the  project  is  to  develop 
workable  policy  recommendations  to  structure  income  and  related  health  and  service  systems 
to  better  meet  the  needs  of  working-age  people  with  disabilities. 

Project  Plan 

The  Academy  has  convened  a  Disability  Panel,  chaired  by  Jerry  Mashaw  of  the  Yale 
University  Law  School  and  Center  for  Social  and  Policy  Studies.    Brief  background  on  the 
Panel  members  is  attached. 

The  charge  to  the  Panel  is  to:    a)  define  overall  objectives  that  disability  policy  should  be 
designed  to  achieve,  b)  review  existing  programs  that  make  up  current  disability  policy,  c) 
define  issues  and  problems  in  current  arrangements,  d)  develop  and  analyze  alternative 
proposals  to  remedy  those  problems  (including  the  estimated  cost  and  impact  of  proposed 
changes),  and  e)  recommend  improvements  in  disability  policy,  along  with  supporting 
rationale,  to  be  transmitted  to  the  project  sponsors,  the  Congress,  executive  branch  agencies 
involved  in  disability  policy,  the  media  and  the  public. 

In  the  first  year,  the  Panel  will  review  current  programs  and  define  problems  in  current 
arrangements.    In  the  second  year  the  Panel  will  develop  and  analyze  alternative  proposals  to 
remedy  those  problems.    In  the  final  year,  the  Panel  will  complete  its  report  and  disseminate 
it  widely  to  those  interested  in  the  future  of  disability  policy. 
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Douglas  Martin  is  Special  Assistant  to  the  Chancellor  at  the  University  of  California  at  Los 
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and  recently  served  as  vice  chair  of  the  Institute  of  Medicine's  Committee  for  Pain, 
Disability,  and  Chronic  Illness  Behavior.    Among  the  books  he  has  written  are  Painful 
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Division's  statewide  system  of  institutions  and  community  services  for  persons  who  have 
mental  illnesses,  developmental  disabilities,  or  are  homeless.    New  Hampshire  became  (and 
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Carolyn  Weaver  is  a  Resident  Scholar  at  the  American  Enterprise  Institute  and  Director  of 
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the  staff  of  the  1983  National  Commission  on  Social  Security  Reform  (Greenspan 
Commission)  and  the  1981  National  Commission  on  Social  Security. 
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Mr.  Ball.  It  is  very  clear  that  the  kind  of  system  that  we  have — 
and  maybe  it  is  inevitable  in  a  disability  program — people  are 
under  pressure  to  emphasize  their  disability.  They  get  benefits  by 
proving  how  disabled  they  are,  and  there  is  no  emphasis  given  in 
the  whole  setup  to  any  residual  capacity  that  they  might  have. 
Then  they  have  to  spend  the  rest  of  their  lives  continuing  to  prove 
that  they  are  so  disabled,  without  any  emphasis  upon  the  possibil- 
ity that  they  have  residual  capacity  that  might  lead  them  to  other 
kmds  of  work  or  might  at  least  lead  to  a  better  kind  of  life. 

So  there  is  great  emphasis  on  disability,  very  little  on  what  is 
still  left  for  a  person  to  do  with  their  residual  capacity.  It  is  this 
sort  of  thing  that  you  have  been  asked  to  look  at. 

We  hope  to  complete  the  study  within  3  years.  The  kind  of  panel 
we  have  appointed  is  very  good.  It  represents  a  great  many  special- 
ties in  the  field  of  disability,  and  includes  people  with  disabilities. 

The  fundamental  kind  of  thing  I  was  talking  about  was  just  one 
that  they  will  be  looking  at.  There  are  various  kinds  of  possible 
changes  that  need  to  be  evaluated.  For  example — this  is  just  my 
notion,  not  the  panel's — ^you  might  say,  "Let  us  not  make  a  deter- 
mination of  a  total  disability  with  the  implication  of  its  bein^  long 
continued  for  the  first  couple  of  years."  Maybe  we  do  everythmg  in 
the  first  couple  of  years  to  get  that  person  back  to  work.  Maybe 
that  is  the  entire  emphasis,  a  temporary  benefit  paid  but  no  long- 
range  determination.  Then  you  make  a  longer-range  determination 
only  after  you  have  pretty  much  demonstrated  that  it  is  very  dif- 
ficult to  ^et  this  person  a  job. 

There  is,  I  think,  no  doubt  in  anyone's  mind,  certainly  not  in  the 
minds  of  people  with  disabilities — particularly  the  younger  ones — 
that  a  lifetime  of  receiving  benefits  from  the  Grovernment  is  vastly 
inferior  to  a  lifetime  in  which  they  can  contribute,  as  other  people 
do,  through  regular  jobs  and  work  and  to  be  part  of  the  community. 

We  are  trying  to  think  in  terms  of  things  that  can  be  done  to 
change  this  program  that  would  help  bring  about  a  better  result  for 
beneficiaries  and  for  the  country,  by  an  emphasis  on  capacity,  rath- 
er than  disability. 

Mr.  BUNNING.  The  709  report  to  the  Congress  cites  a  specific 
legal  case,  a  Morrison,  Doe  &  Decker  court  decision  in  the  Seattle 
area.  Before  the  decision  in  1988  and  1989,  they  had  a  37  and  39 
percent  disability  award  rate,  and  after  the  decision  in  1990  and 
1991,  it  went  to  47  percent  in  1990  and  in  1991  it  went  to  52  per- 
cent. 

Now,  that  kind  of  a  decision  in  the  courts  can  affect  all  around 
the  country.  Unfortunately,  it  is  located  only  in  the  Seattle  region. 
Would  it  not  be  better,  if  we  had  some  kind  of  a  standard  disability 
description  that  our  courts  used,  whether  they  are  determined  in 
Seattle  or  in  Washington,  D.C.,  a  standard  that  is  fair  for  the  de- 
termination of  what  is  and  what  is  not  a  disabled  person? 

Mr.  Ball.  That  has  been  the  objective  and  the  attempt  over  the 
whole  history  of  the  program,  but  many  aspects  of  disability  are 
somewhat  subjective.  You  can  settle  roughly  80  percent  of  the  cases 
quite  easily.  They  are  very  clear-cut,  either  they  are  disabled  or 
they  are  not.  The  20  percent  depends  on  an  evaluation,  not  only 
of  the  individual's  mental  or  physical  capacity,  but  their  back- 
ground, training,  their  previous  work  experience,  and  people  that 
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look  very  much  the  same  in  terms  of  physical  and  mental  handi- 
caps can  come  out  somewhat  differently  if  you  look  at  functional 
disability  as  you  should. 

So  I  am  not  sure  that  you  are  ever  going  to  be  able  to  write  an 
absolute  definition  that  will  control  all  the  courts  so  they  agree 
with  what  the  Congress  has  in  mind.  In  my  prepared  testimony — 
which  I  would  like  to  submit  for  the  record,  Mr.  Chairman — I  sug- 
gest that  maybe  the  committee  will  want  to  review  recent  court 
cases  and  see  if  they  are  carrying  out  the  intent  that  the  committee 
had. 

The  committee  has  in  the  past,  on  occasion,  amended  the  law  in 
order  to  counteract  court  cases  that  they  thought  were  off  the  mark 
and 

Mr.  Running.  Well,  what  do  you  think  of  the  suggestion  of  our 
colleague,  Mr.  Archer,  that  we  might  have  just  a  Social  Security 
court,  one  that  would  be  consistent  and  know  what  this  court  said 
and  that  court  said?  We  would  have  a  Social  Security  court  that 
could  determine  disability  and  would  be  more  consistent  in  the  de- 
termination. 

Mr.  Ball.  I  think,  usually  specialized  courts,  do  they  not,  allow 
people  also  to  take  the  other  route  and  go  through  the  regular  Fed- 
eral court  system  and  then 

Mr.  BUNNING.  I  am  speaking  about  a  different  kind  of  a  court. 

Mr.  Ball.  We  might  very  well  have  a  disability  court,  and  I  was 
just  saying  still  the  individual  would  have  the  right  to  go  beyond 
the  specialized  court. 

Chairman  Jacobs.  Would  the  gentleman  yield  on  that  point? 

Mr.  BUNNING.  Yes. 

Chairman  Jacobs,  Let's  see,  now,  in  the  VA,  that  is  not  true,  is 
it? 

Mr.  Ball.  No,  the  VA  did  not  have  a  court  review  until  very  re- 
cently. 

Chairman  Jacobs.  It  isn't  constitutionally  necessary  that  the  liti- 
gation come  to  rest  in  a  Social  Security  court. 

Mr.  Ball.  What  about  the  Tax  Court,  aren't  you  able  to  go  from 
the  Tax  Court  to  the  appeals  court? 

Chairman  Jacobs.  Yes.  I  am  only  using  the  other  analogy,  if  the 
gentleman  will  continue  to  yield,  as  a  constitutional  possibility,  if 
the  people  of  this  country  through  their  government  would  choose 
that  constitutional  possibility.  The  people  might  choose  another  op- 
tion but  I  just  wanted  to  interject  that  there  is  this  one.  There  is 
a  lot  of  complaint  about  it  among  some  veterans  groups,  too, 
that 

Mr.  BUNNING.  That  are  not  getting  through. 

Chairman  Jacobs.  Yes. 

Mr.  Ball.  I  would  personally  look  quite  favorably  on  the  exper- 
tise you  get  out  of  that  kind  of  a  court,  at  least  as  a  first  step  and 
an  aoility  to  dispose  of  a  lot  of  cases.  The  district  courts  now  have 
huge  pending  loads  that  they  get  in  considerable  part  from  Social 
Security  cases.  I  think  a  special  disability  court  is  worth  looking  at. 

Mr.  BUNNING.  Thank  you,  Mr.  Chairman. 

Chairman  Jacobs.  Well,  time  is  a  problem  here.  Bob,  I  had  some 
questions  to  ask  you  about  the  so-called  pay-as-you-go.  For  exam- 
ple, I  will  just  ask  the  one  question:  Right  away,  the  thing  that 
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comes  to  mind  is  two  and  a  fraction  workers  retire  by  2025  com- 
pared to  three  and  a  fraction  now.  One  wonders  if  you  funded  the 
system  on  a  pay-as-you-go  basis  or  if  you  didn't  have  a  nest  egg  in 
the  form  of  bonds  providing  a  legal  claim  on  the  U.S.  Treasury 
from  the  Social  Security  system,  just  what  sort  of  burden  those 
people  would  have  to  meet  m  2020.  What  do  you  have  to  say  about 
that,  if  the  system  were  iust  a  pay-as-you-go  and  taxes  were  set  at 
a  rate  equal  to  what  the  benefits  cost? 

Mr.  Myers.  Under  the  present  method  of  financing,  although 
there  is  this  nest  egg  and  it  is  used  up  some,  the  problem  is  that 
when  it  is  completely  exhausted,  you  are  really  going  to  a  pay-as- 
you-go  system. 

In  other  words,  our  present  method  of  financing  is  sort  of  a  hy- 
brid. It  is  a  temporary  partial  funding,  but  eventually  it  deterio- 
rates to  pay-as-you-go  financing.  So,  if  it  is  all  right  to  have  pay- 
as-you-go  financing  eventually,  I  would  say  that  it  is  desirable  to 
have  it  all  the  way  along  the  way. 

Because  of  this  high  ratio  of  retirees  to  workers  that  you  cite,  if 
people  are  concerned  about  the  higher  costs  that  result,  which  is 
roughly  2  percent  of  payroll  each  on  the  employer  and  employee 
over  the  very  long  run,  then  the  safety  valve  is  the  normal  retire- 
ment age.  In  other  words,  it  should  not  stop  rising  just  at  age  67, 
but  should  move  up  higher  to  maybe  68  or  so  ultimately. 

In  fact,  as  I  recall,  tnis  subcommittee  under  the  chairmanship  of 
Mr.  Pickle  at  one  time  approved  age  68  as  the  eventual  normal  re- 
tirement age.  When  the  1983  amendments  were  enacted,  the  costs 
were  so  balanced  that  it  seemed  we  didn't  have  to  go  beyond  age 
67.  So  there  is  nothing  sacred  now  about  age  67,  any  more  than 
there  was  in  the  past  about  age  65. 

Chairman  Jacobs.  In  fact,  the  only  thing  that  comes  to  my  mind 
in  connection  with  all  that  is,  speaking  of  20/20  vision  that  is  40 
or  50  years  away,  we  don't  know  what  is  going  to  happen.  The  es- 
sential question,  if  you  have  fewer  workers,  is  can  they  produce  as 
much,  and  that  is  the  big  word  "productivity."  Most  productivity  in- 
creases in  the  history  of  our  country  have  not  been  a  consequence 
of  the  ennobling  of  the  human  spirit,  but  the  acquisition  of  better 
tools,  the  machinery  to  produce.  The  farm  is  the  best  example  that 
comes  to  mind  at  the  moment. 

It  just  occurs  to  me  that  you  might  fiy  a  little  less  blind  on  what 
it  takes  to  finance  the  system  over  the  long  run,  if  you  see  which 
way  the  drift  is  going  on  productivity.  We  know  that  there  is  an 
enormously  beneficial  pressure  from  international  competition  to  do 
better.  Look  at  the  American  automobile  today  and  look  at  it  20 
years  ago,  and  you  know  the  effect  that  can  have.  As  a  philosopher 
tells  us,  your  best  friend  is  your  worst  enemy,  because  he  keeps 
you  fit. 

I  am  just  wondering,  though,  in  plotting  out  what  the  taxes 
ought  to  be  many  years  hence,  whether  we  couldn't  do  it  a  little 
better  than  the  way  we  are  doing  it  now  and  determine  a  little  bet- 
ter exactly  what  productivity  will  be  and  what  the  taxes  ought  to 
be.  Maybe  it  is  an  academic  point  and  it  is  as  broad  as  it  is  long. 
I  am  just  not  quite  sure. 

Mr.  Myers.  I  certainly  agree  with  all  that  you  said,  but  I  do 
think  that,  over  the  very  long  run,  we  will  have  increases  in  pro- 
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ductivity.  Thus,  any  higher  tax  rates  that  are  called  for  in  the  very 
long  run  by  pay-as-you-go  financing  can  be  easily  handled  by  the 
country.  I  just  think  that  it  is  an  advantage  to  get  something  like 
that  into  the  law,  so  that  those  who  are  prophets  of  doom  and 
gloom  can't  say,  "We  know  for  certain  the  system  is  going  bankrupt 
in  2036.  The  Government  says  so,  and  younger  people  aren't  going 
to  get  anything  at  all  out  of  it."  The  apparent  ultimate  burdens  of 
pay-as-you-go  financing  are  not  that  large  that  they  cannot  be  han- 
dled. It  is  not  as  though  there  were  a  tripling  of  the  tax  rate  re- 
quired. 

Chairman  Jacobs.  It  could  well  be  that  the  best  Social  Security 
measure  we  could  enact  or  get  to  work  on  in  this  country  is  to  halt 
the  deterioration  in  the  quality  of  education  of  our  young  people  in 
this  country.  That  is  the  bottom  factor — I  hate  line. 

Mr.  Ball.  I  was  just  going  to  support  your  point  and  disagree 
with  something  that  Bob  said.  There  is  no  way  to  ease  the  support 
the  retirees  of  the  future,  except  by  increasing  productivity.  It  is 
possible,  under  certain  circumstances,  that  a  buildup  in  the  Social 
Security  trust  fund  can  help  do  that. 

Now,  the  way  we  are  doing  it  now  would  not.  My  view  on  partial 
funding  versus  pay-as-you-go  is  that  it  is  not  primarily  a  Social  Se- 
curity issue.  Social  Security  can  do  it  either  way.  It  has  been  pay- 
as-you-go  up  to  now  and  it  works.  You  can  do  that.  But  it  would 
also  work,  if  the  rest  of  the  non-Social  Security  budget  were 
brought  into  relatively  close  balance,  then  the  Social  Security 
buildup  would,  in  effect,  result  in  Social  Security  increasingly  own- 
ing the  debt  of  the  United  States,  and  the  result  of  that  is,  in  all 
probability,  an  increase  in  savings  and  productivity. 

Now,  I  am  not  necessarily  advocating  that.  It  is  very  difficult  to 
do.  I  don't  know  that  it  will  happen.  But  I  did  want  to  emphasize 
that  there  are  other  ways  to  fully  finance  this  system  in  a  way  that 
people  have  confidence  in  it  other  than  by  going  to  pay-as-you-go. 
You  could,  for  example,  put  in  a  tax  rate  now  for  the  year  2025, 
when  the  fund  under  present  law  reaches  its  absolute  maximum, 
and  put  in  a  rate  at  that  time  that  would  finance  the  program  for 
the  whole  75  years.  That  would  avoid  this  problem  of  cashing  in 
bonds.  It  would  be  an  earning  reserve  that  would  continue  to  add 
interest  to  the  fund,  and  you  could  then  have  a  lower  Social  Secu- 
rity rate  than  you  would  under  pay-as-you-go. 

A  final  word  on  pay-as-you-go  is  that  I  think  it  is  a  perfectly  fea- 
sible thing  to  do.  What  I  didn't  like  about  the  Moynihan  proposal 
was  it  increased  the  deficit.  It  did  not  supply  any  other  source  of 
funds  for  Treasury  that  would  take  the  place  of  the  borrowing  from 
Social  Security.  So  I  think  you  would  have  to  do  that.  You  would 
have  to  have  increased  income  somewhere  else,  that  would  keep 
the  deficit  in  at  least  the  same  position  it  is  in  now.  If  you  are 
going  to  reduce  the  Social  Security  tax,  some  other  income  source 
should  go  up. 

Moreover,  with  the  Medicare  program  having  a  sizable  annual 
deficit  coming  up  very  quickly  around  the  turn  of  the  century,  I 
think  it  would  be  wiser,  if  one  were  to  have  the  OASDI  part  go  on 
pay-as-you-go  to  increase  the  annual  rate  for  Medicare  at  the  same 
time  you  reduce  it  in  OASDI.  I  would  increase  the  rate  in  the  Hos- 
pital Insurance  (HI)  program,  rather  than  reducing  the  Social  Se- 
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curity  rate  and  then  having  to  raise  it  again  for  HI  in  the  very  near 
future. 

Chairman  Jacobs.  Do  you  think  that  is  what  the  administration 
is  getting  at  by  the  tax  on  Social  Security  benefits  to  be  placed  in 
the  HI  fund?  Is  that  the  logic  of  that? 

Mr.  Ball.  I  think  probably  only  partly.  I  don't  really  fully  under- 
stand this  "firewall"  in  the  budget,  but  I  gather  that  you  can't  put 
money  in  general  revenues,  without  needing  60  votes  in  the  Senate, 
but  that  they  can  put  it  in  HI. 

Chairman  Jacobs.  Bob,  did  you  want  to  do  a  rebuttal,  or  do  you 
fellows  want  to  go  to  lunch?  [Laughter.] 

Mr.  Myers.  As  usual,  I  agree  with  much  of  what  Bob  says,  but 
I  do  differ  on  some  things.  A  major  point  that  I  would  make  at  this 
time  within  the  time  available  is  that  I  don't  think  that  shifting 
over  to  a  pay-as-you-go  plan  a  la  Senator  Moynihan  would  change 
the  budget  deficit  one  bit.  I  think  that  it  is  a  good  idea  to  make 
up  for  that  money  from  other  sources  so  as  to  more  nearly  balance 
the  budget  and  take  care  of  the  horrendous  budget  deficit.  But  I 
have  always  believed  that  Social  Security  does  not  affect  the  budg- 
et, and  I  thought  that  Bob  and  I  had  written  a  couple  of  pieces  on 
that  subject.  So  perhaps  I  didn't  understand  what  he  said. 

Chairman  Jacobs.  Well,  since  I  like  you  both  so  much,  I  am  not 
going  to  tell  you  which  one  of  you  I  agree  with  in  which  respects, 
but  I  have  some  disagreement  with  both  of  you  and  a  lot  of  dis- 
agreement with  both  of  you. 

Mr.  Houghton. 

Mr.  Houghton.  I  am  sorry  to  come  in  late.  I  would  just  like  to 
ask  one  question  in  terms  of  the  mix  and  the  total.  There  seems 
to  be  a  loosening,  a  changing  definition  of  disability  all  the  time. 
Maybe  you  have  already  touched  on  this.  The  question  is  where 
does  it  go? 

In  terms  of  mental  illness,  I  think  that  it  was  something  like  10 
percent  of  the  call  on  the  fund  in  1984,  and  10  years  later  it  is 
about  25  percent.  There  was  an  article  in  the  Washington  Post  yes- 
terday. Do  you  see  the  mental  illness  portion  of  Social  Security 
taken  over  more  and  more  and  more  by  the  disability  area? 

Mr.  Ball.  You  know,  it  hasn't  been  all  one  way,  historically. 
Sometimes  the  definition  has  been  tightened  up,  as  it  was  in  the 
early  1980s,  and  a  great  many  of  the  mentally  ill  were  taken  off 
the  rolls. 

There  are  two  things  involved,  more  than  anything  else,  in  my 
view.  One  is  that  this  roughly  20  percent  of  cases  that  aren't  clear- 
cut  that  I  was  talking  about  are  quite  susceptible  to  what  you 
might  call  an  adjudicative  climate.  If  you  want  to  give  people  who 
are  making  the  decisions  signals  that,  in  effect,  say  when  in  doubt, 
don't  pay,  you  have  one  effect,  without  changing  the  law.  If,  on  the 
other  hand,  you  say  to  them,  in  effect,  when  in  doubt,  think  about 
paying  them,  and  you  get  quite  big  shifts  that  way. 

The  other  thing  is  the  court  cases.  This  court  case  that,  in  effect, 
said  pay  more  attention  to  the  position  and  opinion  of  the  individ- 
ual's own  physician  in  making  a  decision,  as  compared  to  the  con- 
sultants hired  by  the  Government,  leads,  obviously,  to  a  liberaliza- 
tion, and  I  think  a  very  doubtful  one.  I  don't  follow  that,  and  that 
is  one  of  the  cases  I  think  the  committee  might  want  to  look  at. 
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The  Congress,  of  course,  can  always  move  in  and  be  more  specific 
about  what  it  means  in  the  definition  that  the  courts  will  then 
abide  by  and  stop  interpreting  it  the  other  way.  As  I  said,  that  has 
been  done  in  the  past  and  you  may  want  to  do  it  again. 

Could  I  make  just  one  more  point,  Mr.  Chairman?  That  is  that 
I  meant  to  mention  earlier  that  I  greatly  support  the  trustees'  rec- 
ommendations on  research  to  find  out  the  causes  of  the  recent  in- 
crease, but  I  don't  think  it  ought  to  stop  there.  It  seems  to  me  that 
you  need  a  continuing  process  of  research  on  programs  this  large. 

The  disability  program  in  the  United  States  is  by  far  the  largest 
in  the  world.  It  is  a  huge  program,  and  I  think  any  private  indus- 
try operating  something  like  that  would  have  a  continuing  highly 
competent  research  organization  that  was  gathering  facts  and  con- 
tinually analyzing  it.  Only  the  Government  can  do  that  kind  of  re- 
search on  the  disability  program.  It  is  a  big  data  gathering  oper- 
ation, and  people  with  a  continual  professional  competence  of 
knowing  the  in's  and  out's  of  these  programs  are  needed. 

In  addition  to  that,  what  you  and  Chairman  Rostenkowski  sug- 
gested of  once  in  a  while  having  an  outside  group  look  at  it  very 
fundamentally  also  seems  to  me  important.  Both  arms  of  research 
seem  to  me  very  useful.  It  is  just  a  huge  program  spending  a  huge 
amount  of  money  and  it  deserves  a  lot  of  attention. 

Mr.  Myers.  Could  I  respond  to  Mr.  Houghton's  point? 

Chairman  Jacobs.  Surely. 

Mr.  Myers.  Perhaps  I  am  very  skeptical,  but  I  suppose  actuaries 
tend  to  be  skeptical.  I  think  that  much  of  the  increase  in  the  dis- 
ability cases,  and  particularly  in  the  mental  health  area,  are  the 
result  of  disability  lawyers  and  other  third  parties  who  tend  to  gain 
if  the  claim  is  approved;  if  the  claim  is  not  approved,  they  get  noth- 
ing. In  the  area  of  mental  health,  of  course,  there  are  some  very 
genuine  cases.  But  this  is  certainly  one  area  where  people  can  be 
coached  what  to  say.  If  somebody  is  paralyzed,  this  is  obvious. 
However,  in  mental  health  cases,  coaching  can  certainly  do  a  great 
deal  toward  getting  the  claim  approved,  when  there  may  be  a  real 
question  of  whether  it  should  or  should  not  be. 

Mr.  Houghton.  I  don't  want  to  prolong  this  too  long,  Mr.  Chair- 
man, but  I  suppose  the  question  is  if  the  trends  in  terms  of  mental 
illness  disability  claims  are  moving  in  that  direction,  does  it  do 
something  arithmetically  to  the  system  which  you  really  had  not 
planned  when  you  made  the  basic  adjustment. 

Mr.  Myers.  I  think  that  you  are  absolutely  right  about  that. 

Chairman  Jacobs.  Thank  you  very  much.  I  don't  know  what  we 
would  do  without  you  two.  Thank  you  very  much  for  your  contribu- 
tions. 

Will  the  next  panel  come  forward?  I  guess  that  is  most  of  the  au- 
dience. The  American  Association  of  Retired  Persons,  represented 
by  Dudley  Lesser,  National  Senior  Citizens  Law  Center,  by  Ms. 
Ethel  Zelenske,  and  the  National  Council  of  Senior  Citizens,  rep- 
resented by  Mr.  Lawrence  Smedley. 

If  you  will  proceed  in  the  order  in  which  you  are  listed,  thank 
you  very  much. 
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STATEMENT  OF  DUDLEY  LESSER,  NATIONAL  LEGISLATIVE 
COUNSEL,  AMERICAN  ASSOCIATION  OF  RETIRED  PERSONS 

Mr.  Lesser.  Thank  you,  Mr.  Chairman. 

My  name  is  Dudley  Lesser,  a  member  of  the  national  legislative 
council  of  the  American  Association  of  Retired  Persons.  AARP  ap- 
preciates your  invitation  to  testify  on  the  status  of  the  Disability 
Insurance  Trust  Fund. 

The  just  released  1993  Social  Security  trustees  report  shows  that 
the  DI  Trust  Fund  failed  to  meet  the  short-range  test  of  financial 
adequacy  for  its  third  consecutive  year.  The  trustees  projected  that 
DI  will  be  unable  to  pay  benefits  throughout  1995.  The  DI  deterio- 
ration is  attributable  to  a  number  of  factors. 

The  first  is  a  weakened  economy  which  reduced  the  revenue  com- 
ing into  the  trust  fund.  At  the  same  time,  marginal  workers,  who 
might  otherwise  have  remained  in  the  work  force,  applied  for  bene- 
fits. 

The  second  factor  is  the  rapid  increase  in  disability  benefit 
awards  that  began  even  before  the  economy  deteriorated.  As  long 
as  the  economy  remained  healthy,  the  burden  of  paying  these  bene- 
fits was  manageable.  The  increase  in  awards  results  not  only  from 
a  poor  economy  but  also  from  an  increase  in  the  number  of  individ- 
uals who  are  likely  to  become  disabled. 

In  addition,  changes  in  the  interpretation  of  program  criteria 
have  played  a  role.  Administrative  law  judges  are  currently  allow- 
ing benefits  in  almost  66  percent  of  the  cases  they  consider,  where- 
as in  1985  the  rate  was  51.2  percent.  Also,  Social  Security  must  ad- 
judicate hundreds  of  thousands  of  previously  denied  claims  in  order 
to  im.plement  adverse  court  decision. 

The  third  factor  contributing  to  DI's  problem  is  a  decline  in  ter- 
mination rates.  Since  the  mia-1980s,  the  percentage  of  DI  bene- 
ficiaries whose  benefits  have  stopped  because  of  medical  recovery 
or  returning  to  work,  death,  or  being  converted  to  retirement  at  age 
65  has  been  relatively  low. 

Some  of  this  decline  is  related  to  demographics,  but  some  is 
caused  by  the  underfunding  of  the  Social  Security  Administration. 
When  the  DI  workload  became  almost  unmanageable,  SSA  chan- 
neled more  resources  into  processing  applications  and  cut  down  on 
continuing  disability  reviews.  As  a  result,  some  who  are  no  longer 
eligible  for  disability  benefits  continue  to  receive  them  because 
their  cases  are  not  being  reviewed. 

AARP  supports  the  reallocation  of  payroll  taxes  between  the 
OASI  and  the  DI  Trust  Funds  recommended  by  the  Social  Security 
trustees  on  April  6.  They  propose  reallocating  0.275  percent  of  tax- 
able payroll  from  OASI  to  DI.  This  would  bring  the  DI  rate  to  0.875 
percent  and  the  OASI  rate  to  5.325  percent  for  both  the  employee 
and  the  employer. 

Since  DI  program  costs  are  only  about  one-tenth  of  the  OASI  pro- 
gram, the  trustees  believe  the  change  would  significantly  reduce 
the  DI  actuarial  deficit  while  only  modestly  affecting  OASI.  This 
level  would  provide  the  DI  Trust  Fund  with  a  small  margin  of  safe- 
ty above  the  short-range  test  of  financial  adequacy. 

Reallocation  represents  a  good  short-term  solution.  It  helps  DI 
without  jeopardizing  OASI.  If  the  factors  contributing  to  the  DI  de- 
cline prove  to  be  temporary,  then  a  readjustment  oack  to  OASI 


76 

could  be  made.  A  reallocation  would  provide  Social  Security  experts 
with  the  time  to  evaluate  all  aspects  of  the  disability  pro-am,  es- 
pecially long-term  ones. 

AARP  strongly  recommends  that  the  legislation  implementing 
the  reallocation  also  establish  a  commission  to  evaluate  the  DI  pro- 
gram and  make  recommendations  to  modify  the  DI  program  over 
the  long  run.  The  commission  should  be  required  to  report  within 
the  next  2  years.  This  issue  could  be  considered  by  the  Social  Secu- 
rity Advisory  Council.  However,  AARP  thinks  it  is  too  important  to 
wait  until  the  advisory  council  meets  and  reports. 

The  DI  Trust  Fund  also  would  be  helped  if  SSA's  administrative 
budget  were  funded  at  a  level  that  could  enable  it  in  simulta- 
neously continuing  disability  reviews  at  the  appropriate  levels  and 
reduce  the  disability  application  backlog.  The  goal  should  be  insur- 
ing benefits  to  those  who  need  them  and  providing  support  for 
those  who  can  and  want  to  return  to  work. 

Thank  you. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  THE  AMERICAN  ASSOCUTION  OF  RETIRED  PERSONS 

The  Amencan  Association  of  Retired  Persons  (AARP)  appreciates  the  opportunity  to  present 
Its  views  regarding  the  status  of  the  Disability  Insurance  (DD  trust  fund.    DI's  financial 
health  has  been  declining  for  the  last  several  years,  and  the  DI  trust  fund  will  become 
insolvent  in  1995  unless  Congress  takes  corrective  action.    .XARP  believes  today's  hearing 
will  help  shed  light  on  the  short  and  long-term  solutions  thai  are  needed  to  ensure  that  Social 
Secunty  disability  benerlts  will  be  paid  to  ail  those  who  qualify  now  and  in  the  future. 

WHY  THE  TRUST  FUND  IS  BECOMING  INSOLVENT 

The  Social  Security  Disability  Insurance  program,  adopted  in  1956.  provides  monthly 
beneilts  to  disabled  workers  and  their  families.    These  benerlts  are  an  important  income 
source  for  the  3.5  million  workers  and  1.4  million  dependents  who  currently  receive  them. 

Since  1985,  the  Social  Security  trustees  have  expressed  concern  about  the  near-term  outlook 
for  the  DI  trust  fund  if  the  number  of  benetlcianes  grew  rapidly  and  the  economy  weakened. 
Fortunately,  the  economy  did  not  weaken  significantly  until  1990.    However,  in  the  1991 
.Annual  Repon  of  the  Board  of  Trustees  of  the  Federal  Old-Age  and  Survivors  Insurance 
(OASI)  and  Disability  Insurance  Trust  Fund,  the  trustees  determined  that  the  DI  trust  fund 
failed  the  newly-established,  10-year  test  of  financial  adequacy. 

The  just-released  1993  trustees'  repon  shows  that  the  DI  trust  fund  fails,  for  the  third  time, 
to  meet  this  short-range  test  of  financial  adequacy.    According  to  the  latest  report,  at  the 
beginning  of  1993,  DI's  assets  represented  only  35  percent  of  its  annual  expenditure 
(5  percent  less  than  in  January  1992.)  (See  Chart  1.)    Under  Alternative  II  (best  estimate) 
assumptions,  the  trustees  project  that  the  trust  fund  will  be  unable  to  pay  benefits  throughout 
1995.    This  estimate  is  notably  worse  than  corresponding  estimates,  in  the  1992  or  1991 
reports.    (See  Chart  2.) 

The  DI  deterioration  is  attributable  to  a  number  of  factors  including:  1)  a  weak  economy;  2) 
a  rapid  increase  in  disability  benefit  awards;    and  3)  a  continued  decline  in  the  benefit 
termination  rate. 

►  Poor  Economic  Performance 

The  decline  in  the  economy  helped  precipitate  DI's  problems.    The  recession  meant  less 
revenue  was  coming  into  the  trust  fund  to  pay  benefits.    M  the  same  time,  marginal  workers, 
who  might  otherwise  have  remained  in  the  work  force  in  a  healthier  economy,  filed  for 
benefits  because  their  jobs  were  in  jeopardy  or  they  had  exhausted,  or  were  in  danger  of 
exhausting,  their  unemployment  benefits.    The  higher  than  expected  unemployment  and  the 
slower  than  expected  wage  growth  accounted,  according  to  SSA  actuaries,  for  just  over  one- 
fifth  of  the  change  in  the  short-range  financial  projections  for  the  DI  trust  funds  between 
1991  and  1992.    (Similar  figures  are  unavailable  for  1993.) 

»■  Increase  in  D'isabiiity  Incidence  Rates 

Since  1982,  the  proportion  of  workers  awarded  disability  benefits  has  increased  while  the 
proportion  of  disability  benetlcianes  who  terminate  from  the  program  because  of  recovery, 
death,  or  attainment  of  age  65  has  declined.    As  a  result,  more  benefits  are  being  paid  out. 
As  long  as  favorable  economic  conditions  prevailed,  such  benefit  payments  did  not  adversely 
affect  the  DI  trust  fund  reserve.    However,  when  the  economy  slowed  down,  payroll  lax 
revenue  was  not  sufficient  to  keep  pace  with  the  growth  in  awards. 

The  number  of  applications  for  disability  benefits  is  responsible  for  80  percent  of  the  growth 
in  the  DI  program  since  1988.  The  number  of  benefits  awarded  annually  has  nsen  from 
415,000  in  1988  to  640,000  in  1992.  This  growth  has  exceeded  even  the  trustees'  estimates. 
For  example,  the  1992  trustees'  repon,  forecast  a  range  of  518,000  to  598.000  new  benefits, 
depending  on  the  assumption  used.  The  actual  number  of  benefits  awarded  in  1992  exceeded 
the  pessimistic  assumption  by  about  20  percent. 

While  the  increase  in  awards  results  panially  from  a  poor  economy  and  from  an  increase  in 
the  population  that  is  likely  lo  be  eligible  for  disability  benefits,  changes  in  interpretation  of 
program  cnteria  have  also  played  a  prominent  role.    Administrative  Law  Judges  (ALJs)  are 
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currently  awarding  benefits  in  almost  66  percent  of  the  cases  they  consider;  in  1985  the  rate 
was  51.2  percent.    In  addition.  Congress  has  liberalized  disability  beneilt  standards  tor  those 
with  mental  impairments,  and  more  people  are  qualifying  for  benefits.    In  1982.  1 1  percent 
of  DI  awards  were  based  on  mental  impairments.    By  1991  the  figure  had  risen  to  24 
percent,  making  DI  mental  impairments  the  largest  category  of  new  awards.    Additionally. 
ihese  benerlcianes  tend  to  be  younger  and.  therefore,  will  receive  benefits  longer. 

.A  special  administrative  procedure  implemented  in  1992  also  contnbuted  to  last  year's  surge 
m  awards.    This  initiative  expedited  disability  claims  processing  in  order  to  reduce  the 
backlog  in  pending  applications.    The  one-time  initiative  was  limited  to  cases  where  an  award 
was  expected. 

Still  another  cause  of  the  nse  in  disability  awards  is  implementation  of  coun  decisions.    SSA 
must  re-adjudicate  hundreds  of  thousands  of  previously  denied  claims.    It  is  anticipated  that 
many  benefits  will  be  awarded  as  a  result  of  the  almost  100  court  cases  in  which  SSA  has 
been  involved  in  the  last  several  years. 

►  Decline  in  Tenmination  Rates 

Since  the  mid-1980s,  the  percentage  of  DI  benetlciaries  whose  benefits  are  stopped  because 
of  medical  recovery,  a  return  to  work,  death,  or  being  converted  to  retirement  benefits  at  age 
65.  has  been  relatively  low.    The  General  Accounting  Office  (GAO)  observed  that,  barring 
an  increase  in  termination  rates,  the  average  beneficiary's  time  on  the  rolls  will  increase,  and 
the  total  number  of  benetlcianes  will  be  correspondingly  higher. 

Differences  in  the  size  of  vanous  birth  cohorts  partially  accounts  for  the  decline  in 
termination  rates.    Since  the  cohort  bom  between  1920  and  1925  is  relatively  small,  the 
number  of  conversions  to  retirement  was  relatively  small.    At  the  same  time,  however,  the 
sheer  size  of  the  Baby  Boom  generation  has  lowered  the  average  age  of  a  disability 
beneficiary  from  age  51  to  48.   This  means  that  younger  disability  beneficiaries  could  remain 
on  the  rolls  longer  before  becoming  eligible  for  retirement  benefits.  (See  Chart  }.) 

Some  of  the  decline  is  not  related  to  demographics:  it  results  from  underfunding  of  the  Social 
Secunty  Administration's  (SSA)  administrative  budget.    Not  only  has  SSA  had  to  operate 
with  inadequate  resources  and  staff,  but  the  Disability  Determination  Ser\'ices  (DDS),  which 
assess  applicants'  disabilities,  had  their  budgets  cut  or  frozen  from  1986  through  1990.    The 
1990  allocation  for  DDSs  represented  a  15  percent  reduction  in  inflation  adjusted  dollars 
from  the  amount  allocated  in  1986.    These  cutbacks  came  at  a  time  when  DDS  caseloads 
were  nsing. 

When  the  DI  workload  became  almost  unmanageable.  SSA  channeled  more  of  its  limited 
resources  to  processing  these  applications.    As  a  result,  the  number  of  continuing  disability 
reviews  (CDRs)  declined  because  the  agency  concentrated  on  initial  awards.    CDRs  were 
designed  and  implemented  in  1980  to  review  and  determine  periodically  whether  DI 
benetlcianes  remain  disabled  within  the  definition  of  the  law.    Those  who  were  no  longer 
eligible  were  terminated. 

The  law  specifies  standards  for  conducting  these  reviews  based  on  the  potential  for 
beneficiary  recovery.    However,  the  agency  is  not  meeting  these  standards.    In  April  1992. 
the  GAO  reported  that  over  a  million  CDRs  were  backlogged  and  approximately  six  percent 
of  those  cases  would  receive  a  review  in  FY  1992. 

In  May  1992,  the  SSA  actuaries  estimated  that  if  200,000  additional  CDRs  could  be 
conducted  in  FY  1993  above  the  levels  projected  in  the  President's  FY  93  budget,  "the 
cumulative  reduction  in  benefits  resulting  from  the  proposal  would  offset  the  increased 
administrative  expenses  by  the  end  of  FY  1995.    Beyond  that  point,  only  savings  would 
result.  " 

Over  the  long  term,  the  actuaries  estimate  the  average  lifetime  value  of  a  terminated 
"medical  improvement  expected"  (MIE)  case  would  be  roughly  S85.000  and  a  terminated 
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"medical  improvement  possible"  (MIP)  case  roughly  S73.000.    For  100.000  MIE  reviews, 
benefits  are  estimated  to  be  reduced  by  about  S510  million  over  the  lifetime  oi  the  cohort. 
Subtracting  the  additional  SI  10  million  in  administrative  expenses,  it  is  estimated  the  OASDI 
savings  would  average  S4.60  for  each  SI. 00  spent  on  reviews  oi  MIEs  and  S2.30  for  each 
dollar  spent  on  reviews  of  MIPs. 

SHORT-TERM  SOLUTIONS 

.\.         Reallocation  of  the  Tax  Rates 

On  Apnl  2.  1992.  the  Social  Security  Board  of  Trustees,  as  required  by  Section  709  of  the 
Social  Secunty  Act.  reponed  that  the  DI  trust  fund  would  be  exhausted  in  1997  and  possibly 
as  early  as  1995.    On  December  16.  1992.  the  ex  officio  members  of  the  Board  of  Trustees 
recommended  a  payroll  tax  reallocation  between  the  OASI  and  DI  trust  funds  to  enable  the 
DI  trust  fund  to  meet  the  short-range  test  of  financial  adequacy.    In  Apnl  1993,  the  Social 
Secunty  trustees  called  for  a  reallocation  of  .275  percent  of  taxable  wages  from  OASI  to  DI. 
This  would  bnng  the  DI  rate  to  .875  percent  and  the  OASI  rate  to  5.325  percent  for  both  the 
employee  and  employer.    Since  DI  program  costs  are  only  about  one-tenth  of  the  OASI 
program,  the  trustees  believe  the  change  would  significantly  reduce  the  DI  actuanal  deficit 
while  only  modestly  affecting  OASI.    This  level  would  provide  the  DI  trust  fund  with  a  small 
margin  of  safety  above  the  shon-range  test  of  financial  adequacy. 

Dunng  the  history  of  the  Social  Security  program,  inadequate  resources  in  a  trust  fund  have 
frequently  been  remedied  by  reallocating  part  of  the  payroll  tax  from  a  more  adequately 
financed  fund  to  a  less  adequately  financed  one.    The  1983  amendments  to  the  Social 
Secunty  Act  reallocated  part  of  the  DI  payroll  tax  rate  to  OASI  to  help  make  OASI  solvent. 
The  1983  agreement  also  set  the  year  2000  as  the  date  for  a  reallocation  back  to  DI.   The 
reallocation  scheduled  for  the  year  2000  would  increase  the  DI  rate  from  0.6  to  0.71  and 
decrease  the  OASI  rate  from  5.6  to  5.49.    However,  the  Social  Secunty  trustees'  report 
recommends  a  reallocation  well  in  excess  of  that  proposed  under  current  law. 

Reallocation  represents  a  good  short-term  solution  to  allow  the  Social  Security  Disability 
Insurance  program  to  continue  to  function  until  long-term  solutions  are  found.    It  shores  up 
the  DI  trust  fund  without  jeopardizing  the  OASI  fund.    It  has  been  the  tradition  in  Social 
Secunty  financing  to  look  at  the  financial  status  of  the  combined  OASDI  trust  funds,  and  this 
reallocation  would  not  change  their  overall  status  in  the  short-term.    .\  reallocation  would 
provide  the  trustees  and  other  experts  with  the  time  to  evaluate  all  aspects  of  the  disability 
program,  especially  over  the  long-term.    Such  an  analysis  might  yield  important 
recommendations  for  modifying  the  basics  of  the  program  in  order  to  assure  its  long-term 
stability. 

.-XARP  supports  reallocation,  but  we  strongly  recommend  that  the  legislation  implementing 
the  reallocation  should  establish  a  commission  to  evaluate  the  DI  program  and  recommend 
long-term  solutions  to  correct  the  worsening  financial  health  of  the  DI  trust  fund.    If  the 
quadrenially  appointed  advisory  council  on  Social  Security  were  meeting  this  year,  it  could 
evaluate  the  DI  program.    However.  AARP  believes  that  DI's  problems  should  not  wait  until 
the  advisory  council  meets  and  reports.    The  Association  suggests  that  the  DI  study 
commission  should  include  individuals  familiar  with  the  disability  program  here  and  abroad, 
those  representing  people  with  a  disability  and  representatives  of  other  interested  groups. 
The  commission  should  be  ordered  to  report  its  findings  to  Congress  within  two  years.    Once 
Congress  receives  these  recommendations,  they  can  make  the  needed  modifications. 


B.         Adequate  SSA  Funding 

In  addition,  the  Association  believes  that  SSA  should  be  adequately  funded  so  it  can  begin 
conducting  continuing  disability  reviews  at  the  appropnate  levels  while,  at  the  same  time. 
still  enabling  the  agency  to  reduce  its  disability  application  backlog.    Unless  the  backlog  of 
CDRs  IS  eliminated  and  new  CDRs  are  conducted  in  a  timely  manner,  the  number  of  those 
receiving  benefits  to  which  they  are  no  longer  entitled  will  continue  to  grow,  and  the  trust 
funds  will  continue  to  lose  revenue  unnecessanlv. 
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AdditionaJly,  Congress  should  remove  SSA's  costs  for  administering  the  Social  Security 
program  from  the  domestic  discretionary  cap  established  by  the  Omnibus  Budget 
Reconciliation  Act  of  1990.   This  would  help  ensure  that  these  expenses  would  not  have  to 
compete  for  federal  dollars  with  other  programs  within  this  cap.    After  all.  these 
administrative  expenses  are  funded  out  of  trust  fund  dollars. 

CONCLUSION 

Tlie  Disability  Insurance  trust  fund  has  been  pan  of  the  Social  Secunty  program  for  almost 
40  years.    Its  benefits  help  to  replace  income  lost  when  a  wage  earner  becomes  disabled. 
Congress  needs  to  provide  the  DI  trust  fund  with  an  infusion  of  revenue  if  it  is  to  continue 
paying  benefits.    At  the  same  time.  Congress,  the  Social  Secunty  trustees  and  other 
interested  groups  and  individuals  must  begin  a  comprehensive  examination  of  the  disability 
program.    The  goal  of  this  examination  should  result  in  a  more  reasonable  approach  to 
providing  benefits  for  those  who  need  them  and  providing  suppon  to  those  with  a  disability 
who  can  and  want  to  return  to  work. 
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Chairman  Jacobs.  Thank  you,  Mr.  Lesser. 
Ms.  Zelenske. 

STATEME>rr  OF  ETHEL  ZELENSKE,  STAFF  ATTORNEY, 
NATIONAL  SENIOR  CITIZENS  LAW  CENTER 

Ms.  Zelenske.  Thank  you. 

Chairman  Jacobs.  It  has  been  a  long  day;  I  am  sorry. 

Ms.  Zelenske.  It  was  close. 

I  am  testifying  this  afternoon  in  support  of  the  reallocation  of  the 
Social  Security  payroll  tax  to  the  Disability  Insurance  Trust  Fund. 
We  all  know  that  the  integrity  of  the  disability  program  is  in  peril 
because  applications  have  drastically  increased.  The  result  has 
been  unacceptable  delays  and  a  serious  deterioration  in  service. 

While  attempts  are  made  to  address  these  problems,  it  is  impera- 
tive that  the  solvency  of  the  disability  trust  fund  be  secured  in  the 
short  term.  The  disability  program  plays  a  vital  role  in  the  social 
insurance  scheme  provided  by  the  Social  Security  trust  funds. 
Workers  pay  into  the  system  with  the  knowledge  that  benefits  will 
be  available  to  them,  to  their  spouses,  and  to  their  children  should 
they  become  disabled. 

Hundreds  of  thousands  of  disabled  workers  and  their  families 
rely  on  these  benefits  as  their  sole  source  of  income.  For  many,  it 
is  the  only  thing  that  stands  between  them  and  the  streets.  It  pro- 
vides them  with  a  roof  over  their  heads,  food  in  their  mouths,  and 
clothes  on  their  backs.  If  there  is  any  doubt  about  the  importance 
of  the  disability  program,  one  onW  need  remember  the  extreme  suf- 
fering caused  by  the  loss  of  benefits  in  the  early  to  mid-1980s  when 
many  individuals  had  their  benefits  erroneously  terminated. 

Whatever  the  reasons  may  be  for  the  trust  fund's  shortfall,  it 
should  not  be  blamed  on  .speculation  that  there  are  individuals  who 
are  not  disabled  but  who  are  being  awarded  benefits.  There  does 
not  appear  to  be  any  hard  evidence  that  there  has  been  an  increase 
in  the  number  of  erroneous  allowances. 

In  fact,  the  contrary  may  be  true.  Last  year  the  GAO  reported 
that  they  had  seen  an  increase  in  the  number  of  erroneous  denials, 
as  opposed  to  erroneous  allowances,  in  looking  at  Social  Security's 
quality  assurance  system. 

Overall  over  the  past  few  years,  even  though  we  have  seen  an 
incredible  increase  in  the  number  of  applications,  allowance  rates 
have  remained  relatively  steady  at  the  initial  and  reconsideration 
levels,  while  increasing  somewhat  more  at  the  administrative  law 
judge  level. 

I  feel  that  I  have  to  make  some  comment  about  the  disability 
lawyers.  I  have  been  one  since  1980.  I  did  want  to  mention 
that 

Chairman  Jacobs.  Bob  Myers  has  left;  you  can  relax. 

Ms.  Zeij^.nske.  That's  all  right. 

I  did  just  want  to  mention  that  the  vast  majority  of  individuals 
are  allowed  at  the  initial  and  reconsideration  levels  and  are  gen- 
erally unrepresented  there.  In  addition.  Social  Security  has  been 
coming  up  with  national  standards  in  response  to  litigation  in 
major  areas,  such  as  how  to  weigh  medical  evidence,  including 
treating  physician  reports,  and  the  evaluation  of  pain.  So  they  are 
attempting  to  come  up  with  something  national  in  those  areas. 
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In  conclusion,  I  just  wanted  to  say  that  in  a  time  of  shrinking 
State  safety  nets  and  of  fewer  employer-provided  benefits,  the  dis- 
ability program's  importance  has  never  been  greater,  and  I  urge 
Congress  to  reallocate  the  benefits  to  secure  the  trust  fund's  sol- 
vency and  to  fulfill  the  promise  made  to  workers. 

Thank  you. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  ETHEL  ZELENSKE,  STAFF  ATTORNEY, 

NATIONAL  SENIOR  CITIZENS  LAW  CENTER 

BEFORE  THE  SUBCOMMITTEE  ON  SOCIAL  SECURITY 

COMMITTEE  ON  WAYS  AND  MEANS 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

SOCIAL  SECURITY  BOARD  OF  TRUSTEES'  RECOMMENDATION 

TO  REALLOCATE  A  PORTION 

OF  THE  SOCIAL  SECURITY  PAYROLL  TAX  TO  THE 

DISABILITY  INSURANCE  TRUST  FUND 

APRIL  22,  1993 

I  want  to  thank  the  Subcommittee  for  the  invitation  to 
testify  on  the  recent  recommendation  by  the  Social  Security  Board 
of  Trustees  of  the  OASDI  Trust  Funds  to  reallocate  a  portion  of 
the  Social  Security  payroll  tax  to  the  Disability  Insurance  Trust 
Fund.   My  testimony  will  focus  on  the  need  for  prompt  action  by 
Congress  on  the  Board's  recommendation  to  reallocate. 

The  National  Senior  Citizens  Law  Center  (NSCLC)  provides 
support  to  legal  services  programs  and  elderly  low  income  clients 
and  client  groups.   NSCLC  is  involved  in  a  variety  of 
administrative,  legislative  and  litigation  strategies  designed  to 
address  the  problems  faced  by  elderly  and  disabled  social 
Security  and  SSI  claimants  and  beneficiaries. 

Over  the  past  few  years,  disability  claims  have  increased 
approximately  40%.   Coupled  with  the  21%  reduction  in  staffing 
since  1984,  SSA's  ability  to  process  these  claims  has  been 
severely  strained,  resulting  in  unacceptable  delays  in 
decisionmaking  and  serious  deterioration  in  service  provided  to 
the  public.   The  problems  plaguing  the  disability  program  are 
universally  acknowledged.   This  Subcommittee  has  repeatedly  heard 
about  delays,  backlogs,  understaf f ing,  and  service  complaints. 
The  Clinton  Administratipn  has  also  recognized  the  need  to  reduce 
backlogs  and  improve  service,  with  Secretary  Shalala  describing 
it  as  "SSA's  most  crucial  problem." 

Whatever  the  reasons  for  the  projected  DI  Trust  Fund 
shortfall,  the  promise  to  disabled  workers  and  their  families 
that  the  benefits  will  be  there  when  needed  remains  the  same.   It 
is  imperative  that  the  DI  Trust  Fund's  solvency  is  secured  in  the 
short  term,  while  the  Department  of  Health  and  Human  Services 
undertakes  a  research  effort  to  establish  the  causes  of  the 
projected  shortfall. 
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The  disability  program  is  an  integral  part  of  the  social 
insurance  system  provided  by  the  OASDI  trust  funds.   Workers  pay 
into  the  system  with  the  knowledge  that  benefits  are  available 
not  only  when  they  retire  but  also  if  they  become  disabled.   In 
addition,  workers  can  be  assured  that  benefits  will  be  paid  to 
their  spouses,  minor  children  and  adult  disabled  children. 

Tens  of  thousands  of  disabled  wage-earners  and  their 
families  are  only  one  step  from  being  on  public  assistance  rolls. 
Disability  benefits  are  their  only  income  but  allow  them  to  be 
self-sufficient.   In  addition,  the  disabled  worker  will  not  be 
cooropletely  reliant  on  Medical  Assistance  since  he  or  she  is 
entitled  to  medical  insurance  coverage  through  the  Medicare 
program. 

It  is  important  to  note  that  despite  the  massive  increase  in 
applications,  there  is  no  evidence  of  increased  erroneous 
allowances.   Allowance  rates  have  remained  relatively  stable  at 
the  initial  and  reconsideration  levels,  while  increasing  at  the 
ALJ  level.   In  fact,  based  on  GAO  analysis,  the  pendulum  could  be 
swinging  towards  increased,  erroneous  denials .   In  a  recent  study 
of  SSA's  quality  assurance  data,  the  GAO  found  an  increase  in 
error  rates  in  denied  cases.   In  allowances,  accuracy  remained 
relatively  steady.   The  GAO  noted  that  this  increase  in  error 
rates  coincided  with  a  period  of  increased  workloads  and 
constrained  resources.' 

While  there  are  a  number  of  reasons  why  more  individuals  are 
making  claims  on  the  DI  Trust  Fund,  the  inescapable  fact  is  that 
their  need  for  benefits  is  more  dire  than  ever.   At  a  time  of 
shrinking  state  "safety  nets"  and  employer-related  benefits,  the 
disability  program  may  be  the  only  path  open  to  them.   The 
importance  of  the  program  was  affirmed  in  a  letter  I  received 
this  month  from  a  disabled  individual  in  Louisville,  Kentucky, 
who  is  indigent  and  is  still  waiting  for  SSDI  after  filing  a 
claim  in  December  1991: 

New  computer  systems  may  speed  up  DDS  processing  time, 
but  computers  cannot  put  food  in  the  stomach  or  a  roof 
over  the  head  of  a  needy  claimant  whose  SSI  or  SSDI 
claim  has  been  erroneously  denied. 

In  conclusion,  I  urge  Congress  to  adopt  the  recommendation 
of  the  Board  of  Trustees  to  reallocate  the  small  additional 
portion  of  the  payroll  tax  to  the  Disability  Insurance  Trust  Fund 
in  order  to  keep  it  solvent. 


'  SOCIAL  SECURITY  DISABILITY:      Growing  Funding   and 
Administrative   Problems,    p.  5  (GAO/T-HRD-92-28)  (April  27,  1992) 
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Chairman  Jacobs.  Thank  you,  Ms.  Zelenske. 
Mr.  Smedley. 

STATEMENT  OF  LAWRENCE  T.  SMEDLEY,  EXECUTIVE 
DIRECTOR,  NATIONAL  COUNCIL  OF  SENIOR  CITIZENS 

Mr.  Smedijcy.  Good  afternoon,  Mr.  Chairman,  members  of  the 
Subcommittee  on  Social  Security.  My  name  is  Lawrence  Smedley. 
I  am  the  executive  director  of  the  National  Council  of  Senior  Citi- 
zens. 

Mr.  Chairman,  Social  Security  is  one  of  America's  greatest  suc- 
cess stories.  The  program  provides  an  umbrella  of  protection,  peace 
of  mind,  and  financial  security  for  over  110  million  insured  workers 
and  their  families.  The  success  of  this  program  is  in  large  part  due 
to  its  intergenerational  nature.  Social  Security  protects  not  only 
those  who  have  left  the  work  force  because  of  age,  but  their 
spouses,  dependent  children,  the  surviving  spouses  and  children  of 
deceased  workers,  as  well  as  disabled  persons  and  their  families. 

The  National  Council  of  Senior  Citizens  has  always  worked  to 
protect  this  entire  package  of  intergenerational  benefits.  As  you 
know,  Mr.  Chairman,  the  National  Council  has  recently  testified 
before  this  subcommittee,  dismayed  as  to  the  backlog  in  disability 
determination  cases,  and  today  I  reiterate  the  National  Council's 
support  for  increased  staffing  levels  at  SSA  and  the  removal  of  SSA 
administrative  expenditures  from  the  budget  caps. 

This  month,  the  Social  Security  and  Medicare  board  of  trustees 
have  reported  to  the  public,  as  they  are  required  by  law.  We  would 
like  to  note  that  this  is  the  first  report  of  the  three  new  trustees. 
Secretaries  Bentsen,  Reich,  and  Shalala,  three  individuals  in  whom 
the  National  Council  has  great  confidence.  The  trustees  note  that 
the  Disabihty  Insurance  Trust  Fund  is  not  adequately  financed  be- 
yond the  next  2  years.  They  recommend  that  Congress  take  prompt 
action  to  reallocate  the  Disability  Insurance  Trust  Fund  a  slightly 
larger  portion  of  the  old-age,  survivors,  and  disability  insurance  tax 
rate  in  order  to  improve  the  financial  integrity  of  the  DI  program. 

The  trustees  also  recommend  that  additional  research  be  under- 
taken to  determine  the  reason  for  the  recent  increase  in  DI  claims, 
as  well  as  the  likely  long-range  demands  on  the  Disability  Insur- 
ance Trust  Fund  for  benefits.  The  National  Council  of  Senior  Citi- 
zens supports  both  of  these  recommendations. 

There  is  little  credible  research  as  to  the  cause  of  increase  in  DI 
claims.  Major  changes  in  the  program  are  not  warranted  until 
there  is  a  better  understanding  of  what  the  future  holds,  particu- 
larly the  duration  of  these  increased  claims.  It  would  be  unfair  to 
restrict  or  deny  benefits  to  presently  eligible  disabled  workers. 

In  the  short-run,  a  small  reallocation  from  OASI  to  DI  in  the 
payroll  tax  is  the  appropriate  step.  A  small  reallocation  would  in- 
sure the  financial  solvency  of  the  disability  insurance  program  for 
at  least  the  short  run.  Such  a  reallocation  would  still  leave  the  old- 
age  and  survivor's  benefits  part  of  Social  Security  solvent  for  the 
next  half-century. 

Mr.  Chairman,  such  a  reallocation  is  not  a  radical  or  unprece- 
dented step.  Since  the  disability  insurance  program  was  added  to 
Social  Security  in  1957,  Congress  has  reallocated  between  the 
OASI  and  DI  Trust  Funds  nine  times. 
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It  is  important,  I  think,  that  the  subcommittee,  as  well  as  the  ad- 
ministration, continue  to  closely  monitor  the  long-term  health  of 
the  OASI  Trust  Fund  so  there  will  be  sufficient  lead  time  to  make 
adjustments,  should  that  be  necessary.  From  our  experience  and 
based  on  the  leadership  you  have  provided  to  this  subcommittee, 
Mr.  Chairman,  we  are  confident  such  oversight  will  be  provided. 

I  appreciate  this  opportunity  to  testify,  and  will  be  happy  to  an- 
swer any  questions  from  members  of  the  committee. 

[The  prepared  statement  follows:! 
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STATEMENT  OF  LAWRENCE  T.  SMEDLEY,  EXECUTIVE  DIRECTOR  OF  THE 
NATIONAL  COUNCIL  OF  SENIOR  CITIZENS 

Good  morning.  Chairman  Jacobs  and  Members  of  the  Ways  and 
Means  Subcommittee  on  Social  Security.  My  name  is  Lawrence  T. 
Smedley  and  I  am  the  Executive  Director  of  the  National  Council  of 
Senior  Citizens  (NCSC).  The  National  Council  is  a  five-million- 
member  advocacy  organization  for  America's  elderly.  Working 
through  our  5,000  local  clubs  and  Councils,  we  have  always  taken  a 
keen  interest  in  the  well-being  of  the  Social  Security  program. 

Mr.  Chairman,  Social  Security  is  one  of  America's  greatest 
success  stories.  The  program  provides  an  umbrella  of  protection, 
peace  of  mind  and  financial  security  for  over  110  million  insured 
workers  and  their  families.  The  National  Council  of  Senior 
Citizens  believes  that  the  success  of  the  program  is,  in  large 
part,  due  to  the  intergenerational  nature  of  Social  Security. 
Among  the  more  than  40  million  beneficiaries  are  not  only  retired 
workers,  but  their  spouses,  dependent  children,  the  surviving 
spouses  and  children  of  deceased  workers,  as  well  as  disabled 
persons  and  their  families.  Social  Security  protects  not  only  our 
citizens  who  have  left  the  workforce  because  of  age,  but  those  who 
leave  the  workforce  because  of  disability  and  those  dependent  on 
them. 

It  is  for  this  reason  that  the  National  Council  of  Senior 
Citizens  has  always  worked  to  protect  the  entire  package  of 
benefits  Social  Security  offers.  As  you  know,  Mr.  Chairman,  NCSC 
has  recently  testified  before  this  Subcommittee,  dismayed  as  to  the 
backlog  in  disability  determination  cases,  and  today  I  reiterate 
NCSC's  support  for  increased  staffing  levels  at  SSA  and  the  removal 
of  SSA  administrative  expenditures  from  the  Budget  caps.  This 
month  the  Social  Security  and  Medicare  Board  of  Trustees  have 
reported  to  the  public  as  required  by  law.  We  would  like  to  note, 
this  is  the  first  report  of  the  three  new  ex-officio  trustees. 
Secretaries  Bensten,  Reich  and  Shalala,  three  individuals  whom  the 
National  Council  has  great  confidence  in  and  holds  in  high  esteem. 
The  Trustees  note  that  the  Disability  Insurance  (DI)  Trust  Fund, 
which  pays  disability  benefits,  is  not  adequately  financed  beyond 
the  next  two  years.  They  recommend  that  Congress  take  prompt 
action  to  reallocate  to  the  Disability  Insurance  (DI)  Trust  Fund  a 
slightly  larger  portion  of  the  Old-Age,  Survivor's  and  Disability 
Insurance  (OASDI)  FICA  tax  rate  in  order  to  improve  the  financial 
integrity  of  the  DI  program.  The  trustees  also  recommend  that 
additional  research  be  undertaken  to  determine  the  reason  for  the 
recent  increase  in  DI  claims,  as  well  as  the  likely  long-range 
demands  on  the  DI  Trust  Fund  for  insurance  benefits.  The  National 
Council  of  Senior  Citizens  concurs  in  both  of  these 
recommendations  . 

It  seems  to  us  that  there  is  little  credible  research  as  to 
the  cause  of  the  increase  in  DI  claims.  Radical  changes  in  the 
program  are  not  warranted  until  there  is  a  better  understanding  of 
what  the  future  holds,  particularly  the  duration  of  these  increased 
claims.  It  would  not  be  appropriate  to  restrict  or  deny  benefits 
to  qualified  workers.  In  the  short  run,  a  small  reallocation  from 
Old-Age  and  Survivor's  Insurance  (OASI)  to  DI  in  the  FICA  tax  is 
the  appropriate  step.  A  reallocation  of  0.275  per  cent,  from  OASI 
to  DI ,  thus  increasing  the  DI  tax  rate  to  0.875,  would  ensure  the 
financial  solvency  of  the  Disability  Insurance  program  for  at  least 
ten  years.  Such  a  reallocation  would  still  leave  the  old  age  and 
survivor's  benefits  part  of  Social  Security  solvent  for  the  next 
half  century.  This  reallocation  will  have  no  impact  on  the 
Medicare  portion  of  Social  Security. 

Mr.  Chairman,  such  a  reallocation  is  not  a  radical  or 
unprecedented  step.  Since  the  Disability  Insurance  Program  was 
added  to  Social  Security  in  1957,  Congress  has  reallocated  between 
the  OASI  and  DI  Trust  Funds  nine  times  (1968,  1970,  1974,  1978, 
1979,  1980,  1982,  1983,  1984).  These  reallocations  have  been  in 
both  directions,  sometimes  shifting  from  OASI  to  DI ,  and  on  other 
occasions,  from  DI  to  OASI.  Currently,  a  reallocation  Is  scheduled 
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for  the  year  2000  which  will  raise  the  DI  tax  to  0.71  per  cent  for 
each  employer  and  employee.  The  combined  OASDI  Trust  Funds  are 
estimated  to  continue  to  grow  for  more  than  the  next  thirty  years. 
It  is  important  and  necessary  that  this  Subcommittee  as  well  as  the 
Administration  continue  to  closely  monitor  the  long-term  financial 
health  of  the  OASI  Trust  Fund.  If  adjustments  need  to  be  made, 
sufficient  advance  warning  needs  to  continue  to  be  available. 
Based  on  the  leadership  you  have  provided  to  this  Subcommittee,  Mr. 
Jacobs,  we  are  confident  that  such  oversight  will  be  provided. 

I  appreciate  this  opportunity  to  testify  before  the  Sub- 
committee and  I  would  be  happy  to  answer  any  questions  you  or  the 
other  members  of  the  Subcommittee  may  have.   Thank  you. 
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Chairman  Jacobs.  Thank  you,  Mr.  Smedley. 

Mr.  Running. 

Mr.  BUNNENG.  Ms.  Zelenske,  someone  on  my  staff  has  told  me 
that  you  have  a  correspondent  from  Louisville  and  there  was  a 
problem  about  a  claim.  Was  that  an  initial  claim  or  was  that  an 
appeal? 

Ms.  Zelenske.  I  do  not  know.  I  could  not  tell  from  the  letter,  it 
did  not  go  into  detail.  I  think,  reading  between  the  lines,  it  was 
probably  that  there  had  been  a  denial  somewhere  along  the  way. 

Mr.  BuNNENG.  Can  you  give  the  Social  Security,  name,  and  so 
forth  to  the  staff,  and  we  will  follow  up  on  it? 

Ms.  Zelenske.  I  would  be  glad  to  follow  up  on  this.  What  I  will 
probably  do  is  contact  the  individual  and  let  him  know  that  he  can 
contact  your  office.  I  would  be  glad  to. 

Mr.  BUNNING.  Thank  you. 

Chairman  Jacobs.  Mr.  Houghton. 

Mr.  Houghton.  Not  a  question,  really,  but  just  a  statement  on 
previous  testimony,  Mr.  Chairman.  You  know,  I  was  questioning 
the  addition  of  5,000  people  and  the  cost  of  this  thing.  In  the  testi- 
mony by  Mr.  Enoff,  the  proportion  of  disabled  beneficiaries  whose 
benefits  case  ceased  because  of  their  recovery  from  disability  is 
very  low  in  comparison  to  past  levels. 

As  a  result,  the  SSA's  Office  of  the  Actuary  estimates  Social  Se- 
curity trust  funds  will  lose  $1.4  billion  by  the  end  of  1997  through 
unnecessary  payments  to  beneficiaries  who  have  recovered  from 
their  disability. 

So  I  think  there  is  something  in  the  system  which  would  pay  a 
good  deal,  or  maybe  way  in  excess,  of  this  5,000  increase  in  the 
number  of  people. 

Chairman  JACOBS.  Well,  we  thank  the  panel,  particularly,  for 
your  concise  testimony.  It  was  very  refreshing  for  those  of  us  who 
have  not  had  breakfast  yet.  We  appreciate  it  very  much. 

Thank  you  for  your  contributions. 

The  hearings  are  concluded. 

[Whereupon,  at  3:45  p.m.,  the  hearing  was  adjourned.] 
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